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te RAILROADS borrowed 
a SAFETY DEVICE from the BANKING WORLD 





As everyone knows, the railroads of America have 
an enviable record for SAFE TRANSPORTATION. 
» » » Travelers know too that these efficient public 
carriers also protect themselves and their passen- 
gers by printing all interline tickets on a very spe- 
cial type of paper.» »» This product is La Monte 
Safety Paper—developed 70 years ago for the pro- 
tection of checks, drafts and other negotiable in- 
struments.» »» Here is a true SAFETY Paper— 
which instantly shows a glaring white spot or stain 
if an attempt at alteration is made by the use of 
chemical ink eradicator, eraser or knife. » » » From 
the start, bankers found this protective paper in- 
valuable for the prevention of check fraud and its 
special advantages soon aroused the interest of 
other types of business.» »» Today, all interline 
Railroad tickets issued by the Railroads in the 
United States, Canada and Mexico are on La 
Monte Safety Paper. » » » Look for “the safety pa- 
per with the wavy lines” when you travel. Look for it 
when you receive checks...when you endorse 
them... when you sign them. It’s your standard of 
protection—as well as the nation’s! » » » Outstande 
ing business organizations from coast to coast, 
including more than 75% of the nation’s largest 
banks, use and endorse La Monte Safety Papers. 


GEORGE LA MONTE & SON 
Nutley + + + + « « « « New Jersey 
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LETTERS 


Unusual Trust Effort 


Sirs: We thought you might be inter- 
ested in the enclosed copy of the weekly 
publication of the Rochester, New York, 
Chamber of Commerce. 

This issue is unusual in that it represents 
a co-operative effort on the part of the 
trust officers of Rochester’s six trust com- 
panies in presenting, in a series of signed 








ROCHESTER'’S TEN YEAR TRUST RECORD 


$100,000,000 Increase in Trust Business 


aust Seavices, in recent decades, have gained great 

importance an the financial world. To enlarge Cham- 
knowledge of what such sermices pro- 
by trust officers of Rochester banks are 
this «issue 


coven: The value of wills, dunes of 
trust 





ing 
fuciary, phases of life insurance trusts. 
as were written exclusively for “Roches 
ter Commerce” to assast in bringing this comparatively 
new held unto the spotlight 
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articles, various phases of trust service of 
interest to business and professional men 
and women. 

The plan was suggested by William H. 
Stackel, vice-president and trust officer of 
Security Trust Company. John W. Rem- 
ington, vice-president and trust officer of 
Lincoln-Alliance Bank & Trust Company, 
acted as chairman of the publication com- 
mittee. Mr. Stackel contributed an article 
entitled ‘“Trust Services for Living Per- 
sons,” and Mr. Remington an article en- 
titled “‘Investment Policies Followed in 
Trust Funds.” 

Other contributors were: Nelson E. 
Lengeman, vice-president and trust officer, 
Union Trust Company, “Estate Plans’’; 
Elliott W. Gumaer, vice-president and 
trust officer, Rochester Trust & Safe 
Deposit Company, “Duties of the Execu- 
tor and Trustee’; Thomas J. Sercu, vice- 
president and trust officer, Central Trust 
Company, “Advantages of a Trust Com- 
pany as Executor and Trustee’; and 
Robert C. Tait, vice-president, Genesee 
Valley Trust Company, ““The Life Insur- 
ance Trust Explained.” 

The introductory article was by Judge 
Joseph M. Feely, surrogate of Monroe 
County, New York. 

GrovE B. BREWER, 

Advertising Manager, 
Rochester Trust & Safe Deposit Company, 
Rochester, New York 
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The Clutchbill Stories 


Strs: I have long intended to write to 
tell you what a fine magazine you put out. 
I find it very helpful. The Director 
Clutchbill stories are tops. I only wish 








he Burroughs 
Clearing House 


HENRY J. BOONE, Editor 








MAY, 1941 VoL. 25:: No. 8 
CONTENTS 
+ o S 
Page 
United States Defense Bonds - - - . 


By B. M. EDWARDS 


Improvements in Bank Operations—II - - - 14 
By E. R. WATKINS 


Banking as Viewed from Washington ~ - - - 17 
By HENRY D. RALPH 
Maintaining Small Bank Earnings - - - 20 


By H. N. BALES 
The Clearing House of Pictures . . . - 23 


A Systematic Plan of Trust Review 
By ALAN ROSS 


24 


The Booklet Counter - - - - - - 26 


Canadian Banking - - - - ~ - 27 
By JAMES MONTAGNES 


Court Decisions - - - - - - - 28 
By CHARLES R. ROSENBERG, Jr. 











EDITORIAL AND Business Orrices—Second and Burroughs Avenues 
Detroit, Michigan 
FRANK E. QUISH 
WESTERN REPRESENTATIVE 
Second and Burroughs Avenues 
Derreit, MicHIGAN 


CHARLES W. EARLE 
EasteRN REPRESENTATIVE 
219 Fourth Avenue 
New York City 


Copyrighted, 1941, by Burroughs Adding Machine Company 























2 


that we could have one in every issue, 
instead of every other issue. They are the 
only banking stories that I have ever read 
that appealed to me. 
Opa E. Dekker, Cashier, 
The Haxtun State Bank, 
Haxtun, Colorado 


° . ° 


Symbol of Unity 


Sirs: We believe it is vitally important 
today to keep the public conscious of the 
American flag as a symbol of national unity. 

With this in mind we recently installed 
in our main office lobby window a new type 
of flag display. The unit consists of a 
simple plug-in type of device that contains 
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a concealed fan arranged to keep the flag 
flying. 

The display attracted so much attention 
and favorable comment that we have now 
made installation in our four branches. 

Dr. Harry Rosen, Director, 

First National Bank in Yonkers, 
Yonkers, New York 
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Defense Savings Bonds 


Sirs: We are sending you a copy of 
our first advertisement featuring the new 
defense savings bonds. (See page 12. 
We have a series of similar advertisements 
that will appear weekly until the first 
of May. 

We have worked out a program for 
handling the sale of the securities and 
— to have it for use on May 1. Not 
only will the bank sell the bonds direct to 
those who wish to purchase them, but will 
set up special accounts for those who 
desire to purchase bonds by what may be 
termed a deferred payment plan. 

ELMER H. WorTHINGTON, 

Assistant Treasurer, 
New Milford Savings Bank, 
New Milford, Connecticut 
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Custodian Management 
Accounts 
Sirs: In our recent newspaper adver- 


tising we are offering the services of our 
trust departments for handling the invest- 
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United States Government and other securities carried at $162,455,805.00 are pledged to 
secure public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 








@ Unforeseen changes, occurring while 
those serving their country in civilian or 
military capacities are absent, may make 
it important that thew investments be 
held subject to contro! from a distance. 
The Custodian Management Account, 
as it is now administered by the Trust 
Department of the American National 
Bank, specifically answers this requirement 
fn form a simple written agreement, 
terminable at any time, it relieves the 
owner of all the mechanical functions 
involved in the handling of investments, 
including the collection and disburse- 
ment of income and the preparanon of 
accurate statements for tan purposes: 


consistent with sound financial practice 

To the latter end the bank's analysis 
division and investment committee re- 
view the securities thus entrusted to 
them at frequent intervais and pertinent 
information accompamed by recommen- 
dations is relayed to the owner. 

‘The fee for this type of service is 
moderate. The peace of mind and the 
safeguards it provides against possibly 
serious losses are self-evident 

Therefore, if you are destined to be 
away for any appreciable period during 
the cracial times we are entering, it 


might be advisable for you to consider 
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a Custodian Management Account 
i also provides "Trustee Type Super ‘The necessary information can be 
vision” to safeguard principal and secured without obligation from 


mamta the best possible income the Trust Officers of this bank 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY 
of Chicage 


Meters Pera 18 yaeet Pacer ane armen 








ments of the men who are busy in military 
and defense activities. This presents 
another way in which banks can co-operate 
in the defense program. 
RoBert LINDQUIST, 
Director of Public Relations, 
American National Bank & 
Trust Company, 
Chicago, Illinois 
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In the TREND of BANKING 








Deposits of 150 Largest Banks 
in English-Speaking World 


Three New York City banks top the list 
in a compilation of ““The Deposit Liabili- 
ties of One Hundred and Fifty of the 
Largest American, British, Colonial and 
Dominion Banks,” recently released in 
the 15th edition of a brochure distributed 
annually by California Bank, Los Angeles. 
Chase National Bank, with deposits of 
$3,543,337,564 heads the list, followed by 
National City Bank and Guaranty Trust 
Company. 

California Bank distributes the brochure 
internationally to bankers, embassies, con- 
sular agents, and business men engaged in 
various types of foreign commerce. A 
study of the editions over the past ten 
years reveals that since 1931, which repre- 
sented a _pre-depression high point in 
deposits, the 150 largest commercial banks 
throughout United States and Great 
Britain have gained no less than $16,000, 
000,000 in deposits. 

Also, a comparison of the present rank- 
ings with those in the first compilation in 
1927 calls attention to the trend from 
London to New York as the leading 
deposit capital of the world. In the earlier 
edition and for many years the five largest 
banks in the world were British banks, 
known as the “Big Five,”’ with head offices 
in London. Today, as shown in the chart 
at the right, the first three of the “Big 
Five’ are now located in New York. 

One hundred of the banks listed in the 
latest edition are American, with aggregate 
deposits of $37,531,381,030. The British 
banks, numbering fifty, with deposits of 
$21,174,758,193, are located in all parts of 
the Empire. The combined deposits are 
75 per cent in excess of the depression low 
point figures reported in the 1933 issue. 


* ° 


Commuter Branch Stirs Interest, 
Brings Business 


When the First National Bank of New 
Rochelle, New York, opened an abbrevi- 
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This California Bank chart shows leading New York, London banks 


ated branch office in a local railroad sta- 
tion last month for the benefit of com- 
muters to New York City, it attracted 
nation-wide interest in the press and in- 
trigued the curiosity of thousands of persons. 
More important, the experiment has 
ained many new accounts for the bank, 
rom commuters who previously were un- 
able to use local banking facilities. 

The branch itself is as small as the 
attendant stir.it created was large. Lo- 
cated in the rather venerable station of 
the New York, New Haven & Hartford 
Railroad, it fits into bay window space 
formerly occupied by a Leotbinek stand, 
and has a total frontage of seven feet with 
a maximum width of five feet. 

The branch is open and ready for the 
commuter rush at 7:30 o’clock every week 
day morning, and closes at 2 o’clock in the 
afternoon, except for a noon hour closing 
on Saturday. Two tellers are on hand at a 
pair of windows for the early morning peak, 
after which it is a one-man branch. A 
direct wire connects it with the main 
office, permitting quick reference on checks 
and other matters. The branch is also 
equipped with an automatic teller or 
depository, a 1,210 pound safe, and auto- 
matic cashier equipment for fast service at 
the windows. 

Already, when commuters rush from 
hasty breakfasts to the train, the First 
National’s railroad unit is doing much to 
help them on their way. It has one 
ready for them and cashes their checks 
with dispatch. If any patrons have for- 
gotten ee urgent, a teller will 
oblige with a telephone call. The bank 
has a wire in New York City also, which 
its customers may use free of charge. 

New Rochelle is essentially a commuter 
community, being about 17 miles from the 
terminal in Manhattan. It has a popula- 
tion of 60,000, of whom about one-tenth 
or 6,000 residents are commuters on the 
New Haven road alone. 


While the First National’s branch is 
believed to be the first of its kind actually 
to be located in the waiting room of a rail- 
road station, important branch offices have 
of course been established in depot build- 
ings. As, for instance, that of the Corn 
Exchange Bank & Trust Company in the 
huge terminal of the Pennsylvania Rail- 
road in New York City. This branch 
operates a travel bureau and has commuter 
facilities, but its main activity is serving 
manufacturing and mail order houses in 
the vicinity. 


o ° o 


F. A. A. Offers Complete Survey 
of Pay-As-You-Go Accounts 


What is said to be the most thorough 
survey of no-minimum-balance, pay-as- 
you-go accounts ever compiled is being 
offered by the Financial Advertisers Asso- 
ciation for $1 a copy to cover costs of 
publishing. 

In spite of a detailed four-page question- 
naire to be answered, the survey was 
participated in by 285 banks using every 
noted of pay-as-you-go plan. The 
literally thousands of facts and figures 
gathered have been arranged in numerous 
charts for convenient examination, and 
these charts are clearly explained in the 
accompanying text. 

Chairman of the committee which made 
the study is Horace F. Conklin, vice- 
—_ and cashier of the Security 

ational Bank of Battle Creek, Michigan. 
Mr. Conklin initiated the survey last 
November for the benefit of his own bank, 
and accepted the offer of collaboration 
extended by the F. A. A. when it became 
evident that the extensive data he had 
compiled would be valuable to bankers 
generally. 

The purpose of the survey is to uncover 
answers to such questions pertaining to 
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pay-as-you-go accounts as: Is there a 
need for such a service, or is it just a fad? 
Would it be profitable, or would it merely 
be an additional expense to the bank and 
load its staff with a lot of extra work? 
How would it affect our service charge 
set-up? Should we use a — plan, 
or devise one of our own—and how should 
it be advertised and promoted for best 
results? 

“We had been asking ourselves such 
questions for several years,” writes Chair- 
man Conklin in his introduction to the 
survey, “and we found that many of our 
fellow bankers also were seeking answers 
to similar questions. Stories + mange in 
the banking and public press telling of the 
profitable ventures of banks into the realm 
of the ‘forgotten little man,’ over the route 
of Pay-As-You-Go, excited our imagina- 
tion. On the other hand, critical articles 
and reports of banking association com- 
mittees were not so favorable. How much 
of the favorable was just loose talk or 

ropaganda, and how much of the un- 
avorable was due to established prejudice, 
or over-conservatism, or simply unwilling- 
ness to conform to changing conditions? 
To make a long story short,” continues the 
Conklin introduction, “‘we decided to 
make a survey.” 

Copies of the study may be obtained 
from the headquarters of the Financial 
Advertisers Association, 231 La Salle 
Street, Chicago. 


. ° Sd 


Mementos of Old West Again 
Come to Life 
On March 18, as it entered its 90th year, 


Wells Fargo Bank & Union Trust Co. of 
San Francisco celebrated by reopening to 








the public in new quarters its historical 
collection of the Old West. Enlarged by 
several new exhibits, the collection is now 
on view during banking hours at the Wells 
Fargo office on Montgomery at Market 
Street. 

The reopening attracted considerable 

ublicity in the local papers, states George 
Bensen, advertising manager of the Wells 
Fargo Bank. It also occasioned two one- 
half hour radio broadcasts, featuring one 
actual survivor of the California gold rush 














OUR 106th YEAR 


Daring 1941, this bank enters its 
106th year as an outstanding finan- 
cial institution. This long experi- 
ence ... together with our close 
knowledge of New England busi- 
ness and credit conditions... pro- 
vides definite advantages for banks 
desiring a Boston connection... . 


We cordially invite your inquiry. 


The National 
Shawmut Bank 


40 Water Street, Boston 


Member Federal Deposit Insurance Corporation 
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as well as prominent historians and writers. 

The name “Wells Fargo” is interwoven 
in the pattern of pioneer days, and so this 
collection of historic relics brings vividly 
to life many of the most stirring events in 
the conquest of the West. Here, in actual 
tools, implements, clothings, and weapons, 
as well as in rare paintings, seg om gees 
and prints, is preserved the era when, as 
one early traveler wrote, Wells Fargo was 
“the Universal Friend and Agent of the 
miner, his errand man, his banker, his 
post office.” ° 

In the field of transportation and com- 
munication, the collection is especially 
rich, covering almost every development 
from the immigrant’s oxcart to the coming 
of the Iron Horse, and even the first 
flutterings of the age of flight. Dominatin 
the collection in color and bulk is an actua 
Wells Fargo overland stagecoach, whose 
bright red body and yellow wheels once 
flashed across the western plains. Grouped 
about it are historic stageline posters, 
photographs of Hank Monk and other 
noted “‘whips” of the Overland Trail, and 
scales that weighed passengers’ luggage 
before it was stowed in the capacious 
leather “‘boot.”” Near by are Wells Fargo 
strong boxes, in which millions of dollars 
worth of gold dust and bullion traveled 
the lonely mountain roads. 

A new feature is the collection of stamps, 
postmarks, and express franks from pioneer 
days, loaned by Col. E. A. Wiltsee, and on 
public view for the first time. It includes 
a rare assortment of stamps issued by the 
Pony Express. 

The first transcontinental railroad, which 
marked the transition between pioneer and 
modern West, likewise finds representation 
in this collection. There are interesting 
gold charms originally made to commemo- 
rate the completion of the road—a tiny 
gold locomotive, a railroad ring, and a 
miniature of the famous “‘Golden Spike.” 
An exact, full-size replica of the actual 
“last spike’’ is also on view. 

Most of the exhibits are drawn, like the 
stagecoach and strong boxes, directly 
from Wells Fargo Bank’s own past. 


° * 


Bank Develops Use of 
Depository 

In some instances, banks have installed 
automatic depository facilities only to find 
them rarely used. Yet it is admittedly a 
time-saving accommodation to customers, 
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particularly in peak periods, at which time 
it makes for shorter lines at the windows 
and relieves some of the burden from the 
tellers. 

The Mechanics National Bank of Worces- 
ter has been notably successful in de- 
veloping the use of its depository, and 
the officers of the bank give most of the 
credit to the fact that it has been care- 
fully explained to individual customers. 
The floor man, a former paying-receiving 
teller, realizes the advantages of the deposi- 
tory arrangement from the standpoint of 
facilitating quick service, and he has made 
it a point to explain to customers in line 
how they may save time by making 
deposits through the depository. 

When the depository was first installed, 
a small pamphlet was inserted in the 
monthly statements notifying customers of 
the new service. This is the only advertis- 
ing that has been used, except for mimeo- 
graph slips on the desk in the lobby. These 
give directions for using the depository, 
and also give the location of special win- 
dows where checks may be cashed. 

One feature of the service is the use of 
“‘self-sealing’’ depository envelopes, which 
are available on the don in the lobby. 
These patented envelopes contain dual 
flaps which seal together upon coming in 
contact with each other, thus obviating any 
likelihood that the envelopes may come 
open and the contents scattered. eposi- 
tors may take a supply of these envelopes 
and make them out in advance, thereby 
saving further time at the bank. 

The depository was installed in 1938. 
One year later a total number of 2,801 
envelopes had been dropped into the 
deposito At the end of the second year, 
a total of 11,864 envelopes had been thus 
handled. 


® « SJ 


Bankers on Research Tour 
of South America 


Three bank officers are included in a 
group of business executives now on a 43- 
day, 17,000-mile air tour of six South 
American countries, the primary purpose 





BERT H. WHITE 


FRANK McNAIR 


of which is to learn at first-hand the 
industrial progress of these countries 
through personal contact and exchange of 
information with business and govern- 
mental executives there. 

The rey = tee gee gn in the group 
are Frank McNair, vice-president of Harris 
Trust and Savings Bank, Chicago, Bert H. 
White, vice-president of the Liberty Bank 
of Buffalo, and Thomas A. Shields, vice- 


resident of the Schroder Trust Co. of 

ew York pa The accompanying photo 
was taken as Mr. White an r. McNair 
were weighing in their luggage, just prior 
to boarding a Pan-American clipper at 
Miami on the first leg of their long journey. 

The tour is being directed by the 
National Research Council’s division of 
engineering and industrial research, and 
it is stated that the group will study 
industrial developments which might have 
an application in the United States, as 
well as methods for the exchange of Ameri- 
can technology for non-competitive raw 
materials produced in South America. 

Mr. White is already well-known to 
bankers in this country through his 
development of a Research Advisory Serv- 
ice, by which banks can bring to the 
assistance of local industries the scientific 
knowledge of some 800 research labora- 
tories. 


Graduate School Adds Course 
on Government 


Another resident session of The Gradu- 
ate School of Banking is almost at hand, 
and banker-students will soon be py te a 
ing upon Rutgers University for a highly 
intensive and profitable period of study. 
June 16 to 28, inclusive, are the dates set 
for this year’s session. 

An added feature of the 1941 curriculum 
will be a course on “Banking and Govern- 
ment,” which will include an analysis of 
the changes in our political institutions 
since 1930 and the effects which the new 
order of government has had on American 
banking. , The course will be given under 
the direction of Dr. Paul F. Cadman, 
economist of the American Bankers Associ- 
ation, and A. L. M. Wiggins, chairman of 
the association’s committee on Federal 
legislation. 
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Hyannis Co-operative Bank, Hyannis, Massachusetts 
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Judge Thomas Otis, president, confers with customer 


Two trends in bank design, the Colonial and the ultra-modern, each neatly adapted fo its surroundings 


Trade Bank & Trust Company, New York City 


Designing the New Bank for the 





Area it Serves 


Two popular trends in present-day bank 
design, as wide apart as can be imagined, 
yet neatly adapted to their own individual 
needs, are unusually well exemplified in the 
ultra-modern new home of the Trade Bank 
& Trust Company, located in the needle 
trades area of New York City, and the 
homelike Hyannis Co-operative Bank with 
its Colonial style furnishings which blend 
perfectly with the Cape Cod surroundings 
in Hyannis, Massachusetts. 

Generous use of color is one feature of 
the Trade Bank’s new quarters. The 
exterior is of reddish brown terra cotta 
highlighted with nickel silver and glass 
brick. The interior color scheme is in soft 
champagne, buff and dark brown. Rubber 
wall and wainscot surfaces are chip-proof 
and easily cleaned. 

Operating features include an automatic 
pneumatic tube system which connects 
each teller’s space with the transit depart- 
ment, and which functions only when a 














FOREIGN TRADE 
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montreal Department, New York Agency, 68 William Street. 
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carrier is put into the tube. Modern flush 
lighting has been installed, and a high 
degree of sound deadening is provided in 
the bookkeeping room. A curved counter 
gains room for an additional teller, utiliz- 
ing essentially the same space. In fact, 
while the new quarters are slightly larger 
than the old, the layout makes consider- 
ably more usable floor space available. 

Contrasted with the modernism of the 
Trade Bank & Trust Company is the 
Colonial style of the Hyannis Co-operative 
Bank, with its exterior of red brick, white 
trim and green shutters. A visitor’s first 
impression is that of an attractive home, 
and upon — the building, one dis- 
covers the same homelike atmosphere in 
the interior, The reception room is 
businesslike but without any trace of cages 
or grille work. The business office is 
equipped with steel furniture but in a 
walnut finish, and a safe containing all 
records necessary to conduct the bank’s 
business is of an attractive cabinet style. 

Particularly does one find a homelike 
atmosphere in the conference room. Here 
visitors desiring to consult with officers of 
the bank are shown into a New England 
room furnished with a braided rug, maple 
furniture, ship-design wall paper, curtained 
windows, friendly bookshelves, table lamp, 
mirror, etc. 

Two trends in bank design—the modern 
and the friendly Colonial—and each highly 
appropriate for its surroundings. 

















4] 


> 














THE BURROUGHS CLEARING HOUSE—May, 1941 


Hospitable West Welcomes 
A. I. B. Delegates 


All roads will soon lead to San Francisco 
for members of the American Institute of 
Banking. Some 1,500 delegates plus other 
guests are expected to attend the Institute’s 
39th annual convention to be held June 2-6. 

One feature of this year’s program will 
be the informal nature of all the depart- 
mental and Institute conferences, which 
will be thrown open for questions and re- 
marks from A. I. B. members in attendance. 

On the entertainment side, one of the 
most spectacular attractions will be a 
professional wild western rodeo at a ranch 
outside of San Francisco, in addition to 
the customary dances and the annual ball. 

Speakers at the general sessions will 
include P. D. Houston, president of Ameri- 
can Bankers Association; Dr. Robert G. 
Sproul, president of the University of 
California; Dr. Harold Stonier, executive 
manager of the A. B. A.; Dr. William A. 
Irwin, national educational director of the 
A. I. B.; and Robert Strickland, president 
of the Trust Company of Georgia, Atlanta. 

George T. Newell, vice-president of the 
Institute and also vice-president of Manu- 
facturers Trust Company, New York City, 
is chairman of the committee arranging 
the program. A. W. Kohner, cashier of 
Wells Fargo Bank & Union Trust Com- 
pany, heads the San Francisco convention 
forces. 

* a * 


Brooklyn Trust Co. Celebrates 
Diamond Jubilee 


On April 14 the Brooklyn Trust Co. 
celebrated the 75th anniversary of the 
launching of its corporate existence. A 
special act of the New York State Legisla- 
ture was required for the incorporation, 
that being the only method by which a 
trust company could be organized at that 
time. 

With $143,603,620 in deposits, the 
Brooklyn Trust Co. is now the 71st largest 
bank in the United States. Edwin P. 
Maynard is chairman of the board, and 
George V. McLaughlin is president. 


o sf * 


Potential Man Power Source 
Above Draft Age 


With many younger executives subject 
to military training, the attention of many 
financial institutions is being called to 
older men available through the nation- 
wide Forty-Plus Association. 

All members of this co-operative non- 
profit organization are executives, includ- 
ing some comptrollers, treasurers and 
auditors, and a number of banks through- 
out the country have availed themselves 
of this source of experienced personnel. 

For example, banks in the Chicago area 
have absorbed more of the local 40-Plus 
club’s members than has any other busi- 
ness classification. Prominent bankers 
such as Lewis G. Harriman, president of 
the Manufacturers and Traders Trust 
Company, Buffalo, N. Y., are on local 
advisory boards sponsoring the movement. 

Specifically, the 40-Plus clubs are units 
of unemployed men over forty years of 
age, who have organized to combat the 
idea that such an age-limit ends their use- 
fulness to business. Only applicants of 
sound health and good personalities are 
admitted to membership, and another 
stipulation is that they must have earned 
over $4,000 per annum over a period of 
years. There is no charge of any kind to 
employers or to members, the committees 
working without compensation on a co- 
operative work-securing basis. 








effect on the blouse, pal. You may 
be the late pride of Precinct B, but 
you do no good to a bank when 
you look like that. A carelessly 
dressed guard suggests a carelessly 
run bank—and no bank can afford 
such a suspicion. Banking is a 
careful and exact business... which 
is one reason why banks favor P-B 
Postage Meters so much. 

You always know where you 
stand with a Pitney-Bowes Meter. 


| 
|. 
a 
3 


The visible counters tell exactly 
how much postage is in the Meter, 
how much has been used—and 
they’re always right. The postage 
in a Pitney-Bowes Meter is safe as 
a sawbuck in the Federal Reserve. 
Nobody can lose it, spoil it, steal 
it, or use it for anything but bank 
mail. 

The Meter always supplies the 
exact amount of postage needed 
for any kind of mail, including 
bulky envelopes and registered 
mail. It prints the postage, and 
printed stamps can’t fall off, look 
neater. Meter stamped mail skips 





In writing to advertisers please mention The Burroughs Clearing House 





Ixnay on the peekaboo 


cancelling and postmarking in the 
postoffice, gets going faster. 

The Meter not only prints the 
stamp, but a dated postmark and 
your own advertisement, directly 
on the envelope—and seals the flap 
at the same time—all in the turn 
of a die. So bank mailing moves 
faster with a Meter. Effort, time 
and overtime are saved—and 
invariably postage! 

If you’d like to see how a 
Postage Meter works in your bank, 
ask our nearest office to arrange a 
demonstration on your own mail— 
or mail the coupon—soon! 


... Pitney-Bowes Postage Meter Co., 
1524 Pacific St., Stamford, Conn.... Branches in 
principal cities. Cf. phone directory. In Canada: 
Canadian Postage Meters & Machines Co., Lid. 





The Pitney-Bowes 
POSTAGE METER jf 
= 











Pitney-Bowes Postage Meter Co. 
1524 Pacific St., Stamford, Conn. 


0 Mail me “The Great Grimblestone Survey”’ 


(0 When may we have a demonstration? 
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DETROIT DENTAL SOCIETY PAYMENT PLAN 
THIS PLAN IS OFFERED TO YOU THROUGH THE DETROIT DISTRICT DENTAL SOCIETY IN COOPERATION WITH THE DETROIT 
BANK AND IS FOR THE EXCLUSIVE USE OF ITS MEMBERS. onte: 
| HEREBY APPLY FOR A LOAN OF $_.____.____ PAYABLE IN. MONTHS TO BE USED TO 38 
é PAY THE ACCOUNT OF DR A cul 
SONS Bo ook se ote REN ea en BIR me 
ruc wame (exw) week AE ae | Rioemer ere o AGE WIFE'S NAME DEPENDENTS off 
oworceo =) of 
NATIONAL UNION BARA ui psisge Ye coc ag 
HOW LONG YRS. 16 CITY DRAFT ORDER NO. an 
FIRE INSURANCE EMPLOVED SY (IF IN BUSINESS FOR SELF, GIVE TRADE NAME) HOW LONG BADGE NUMBER AND PLANT perc: o 
COMPANY pr ae 2) INCOME PER MONTH ADDITIONAL INCOME—STATE SOURCE in 
a s OF 
MAKE OF CAR OWNED | YEAR | FINANCED THROUGH— £ YOUR BANK ACCT. BRANCH savines Ww 
| cueckine 1) cH 
PITTSBURGH, PA. CREDIT polzenceen ee ewaeereny seem Ghicses aiden eaniins deans ca 
th 
in 
Lo 
st 
al 
m 
—TCERTIFY THAT 1 KNOW THE CONTENTS OF THIS APPLICATION. THAT IT 18 WADE FOR THE PURPOSE OF OBTAINING CREDIT AND THAT THE STATEMENTS MADE ARE TRUE a 
SIGNATURE OF APPLICANT X a 
FORTY YEARS et 
0 
DEPENDABLE Simplified application form developed for dental finance plan 
' w 
PROTECTION e 
7 Pre-Education Features Detroit ap} lication has been passed upon. On . 
ully acceptable credits, the bank advances 3 
Dental Finance Plan _ to the dentist 95 per cent of the net . 
Clients of a growing number of Detroit amount of the loan, and a balance of 5 per . 
dentists are being offered a monthl per cent is held as a loss reserve for the account 
ment plan for financing their dental bills, of the Detroit Dental Society Payment 
through a co-operative program which has Plan Commission. There is no recourse to 
been instituted by the Detroit Dental the dentist. ; 
Society and The Detroit Bank. On marginal credit applications which I 
While such a financing arrangement is do not warrant the advance of depositors’ 7 
not new, one of the major weaknesses that funds, but offer a_ possibility that the d 
has stymied previous plans—a lack of amount will be paid, a different arrange- 
understanding on the part of the dentists ment has been set up. No funds are dis- I 
as to credit requirements and proper bursed when the loan is made, but as pay- i 
presentation—has largely been overcome ments are received the funds are remitted r 
under the Detroit program. Here the plan’ to dentists on the 7th of the succeeding i 
is —— only to ——— “= have —. The bank deducts ~ ee ! 
Th GlobeArt 1 desk taken a course sponsored by the education charges and a 2 per cent reserve from the 4 
ieee >, abaatn a ome a promt —_ commission of the Detroit Dental Society. _ first collection, the 2 per cent being credited t 
J sizes for executive and general office This course consists of three classes, to the reserve account of the Detroit ‘ 
use. Top is rounded at edges and corners. held at the bank. At the first session a Dental Society Payment Plan Commission. 
dentist explains the need for the plan, The bank charges $7 per $100 per year, 
THESE IMPR y describes previous attempts and why they’ which includes life insurance on any bal- 
0 ED STEEL failed, and outlines the new plan and its ance due on the loan. Sixteen months is 
uses. The second evening, William B. the maximum period for which a loan will 
DESKS HELP SPEED UP Hall, assistant cashier of The Detroit Bank be made. The minimum amount is $50, 
and manager of the monthly payment loan the minimum monthly payment is $5, and 


BUSINESS ROUTINE 


Enjoy the many advantages of the im- 
proved Globe-Wernicke steel desks with 
four legs . . . convenient . . . comfortable 

. efficient . . . attractive. The stream- 
lined top has rounded corners and edges. 
The four legs make it more convenient 
to be seated or rise from desk .. . no 
center legs to kick. It is much easier to 
sweep or clean under the desk. 


Let us help make your office a modern 
business home. Consult our local dealer 
who will be glad to recommend 
Globe-Wernicke products for your indi- 
vidual requirements that save time and 
money ... or write direct to us. 


Globe-Wernicke 





Off atorlavar-lemmelalie) 











department, tells the dentists what kind 
of credit information is required by the 
bank, why it is necessary, and how it is 
best obtained. Much of the discussion on 
the third evening is centered on the 
dentist’s approach in presenting the plan to 
his patients. It is pointed out that the 
public is now accustomed to making in- 
stallment payments, and it is emphasized 
that there is nothing non-professional in 
suggesting such a solution for liquidating 
dental accounts. Advantages, including 
the fact that no co-makers are required, 
and the comparatively low finance charge, 
are stressed. In addition to the dentists, 
a number of their office assistants have 
attended the classes, and in many cases 
they now handle the payment plan details. 

The bank has worked out a simplified 
credit application form (illustrated above) 
which the patient fills out at the dentist’s 
office. This form is then mailed to the 
bank, or the information is telephoned in, 
and usually within twenty-four hours the 


the minimum charge 1s $5. 


Sd Sf ° 


Bank Tries Spot Radio, Increases 
Personal Loans 


Two problems arose when the Security- 
First National Bank of Los Angeles last 
summer had spot radio under considera- 
tion: 1. Would it be dignified to join the 
chorus of personal loan advertising, of 
which there is a considerable volume in 
California and in which almost every kind 
of emotional appeal is invoked? 2. Would 
it bring borrowers to the bank, in competi- 
tion with other types of lenders able to let 
themselves go further in making their 
appeals? 

he bank decided to try - copy on 
Los Angeles stations, in the form of 
twenty-five word statements, read by the 
announcers between programs. The fol- 
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KEEP: YOUR FINGER ON THE PULSE OF 


lowing is a sample: 
‘If you need money, go to any 
branch of this bank, and see the 
ersonal loan officer—you don’t 
ave to be a depositor.” 

In one month, personal loans increased 
38 per cent. Many borrowers were non- 
customers, and on days when the announce- 
ments were off the air, for any reason, loan 
officers could tell by the reduced number 
of applications. 

This led Allan Herrick, advertising man- 
ager at the Security-First National, to 
extend the program, so that today spot 
announcements are being used in Santa 
Barbara, Fresno, and other communities 
outside of the Los Angeles area. 

It is reported that as a result, a surpris- 
ing personal loan business has been devel- 
oped among people in the country areas, 
who seem to be even more interested than 
city residents in the fact that small sums 
can now be borrowed from a bank. It is 
the small pe loan announcements that 
interest them; when the copy was changed 
to farm production loans, the responses 
stopped. 

ot radio in the territory covered costs 
all the way from $3.50 to $70 per announce- 
ment, depending upon the station and its 
audience. A steady, frequent and well- 
spread campaign can be financed for $1,000 
a month. 

The Security-First National Bank is a 
consistent newspaper advertiser ergo a 
out its territory, but has found that radio, 
for personal loans, has its own favorable 
characteristics. It is very flexible, reaching 
women throughout the day and men in the 
evening. Sometimes it reaches the desired 
audience in the country ahead of the day’s 
paper. The bank finds that the best spots 
for announcements to country listeners are 
after the news or farm market reports, and 
in winter, after the evening frost warnings 
sent out to California orange growers. 


& e ¢ 


Los Angeles Bank Celebrates 
70th Anniversary 


The Farmers and Merchants National 
Bank of Los Angeles, oldest banking 
institution in Southern California, last 
month celebrated the 70th anniversary of 
its establishment. Opening its doors on 
April 10, 1871, with initial deposits of 
$248,564, the bank today ranks as one of 
the 50 oldest banks and stands as 52nd 
among the 100 largest in the nation. 

John G. Downey, an early governor of 
California, was the bank’s first president. 
In 1876, Isaias W. Hellman succeeded to 
the wr! and served in that capacity 
until his death in 
1920. Jackson A. 
Graves then occupied 
the post of president 
untit 1931, when he 
became chairman of 
the board, in which 
capacity he served 
<a his death in 


Fourth and incum- 
bent president is Vic- 
tor H. Rossetti, who 
— a — 
of the bank as cashier 
in 1911, later becom- Victor H. Rossetti 
ing vice-president in 
1921 an resident in 1931. Under his 
guidance the bank has made extremely 
rapid progress, deposits increasing from 
$69,843,808.87 in 1931 to $158,048,476.37 
as of December 31, 1940. This is all the 
more noteworthy in view of the fact that 
Farmers and Merchants National Bank 
operates no branches, and its resources have 
never been augmented by mergers or con- 
solidations. 














Throughout the Great Lakes Region, industrial 
centers are throbbing with rapidly expanding activity. 
More than ever before it is important to keep a sensi- 
tive finger on the pulse of this vital industrial area. 


This bank is in daily contact with the vigorous 
expansion in iron and steel and automotive goods; 
in machine tools and airplane parts; in rubber, 
glass and building products, and in all types of 
consumer goods. 


For more than 50 years, Central National has been 
closely identified with the Great Lakes industrial 
region. This specialized knowledge, plus close contact 
with current trends, enables us to handle your re- 
quirements with necessary promptness. We invite 
your inquiries. 
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No man living remembers when the Stag has not 
been the trademark of the Hartford Fire Insurance 
Company. Landseer’s famous ‘‘Monarch of theGlen’’ 
has appeared on millions and millions of policies— 
not only fire but also marine, windstorm, rent, busi- 
ness interruption and contracts insuring against loss 
from many other perils. 

Today the TWO Hartfords offer practically all 


forms of insurance except life. 


What is the NEW way 
of buying insurance? 





Your local representative of the —I'wo Hartfords can 
tell you. The NEW way is to purchase first of all 
those forms of insurance you need to protect you 
against large losses that would be financially disastrous 





HARTFORDS 


WRITE 


THE TWO 





“Millions rely on that old insurance trademark” 


HARTFORD, 


PRACTICALLY EVERY FORM OF 
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if they occurred. It doesn’t matter how you lose 
$25,000—if you lose it, it’s gone! It may be because 
of a fire, a suit for damages or a burglary. You need 
protection in any case. 


Risks you may never have thought about 


If you have just ‘‘taken out policies’’ in the past, you 
or your business may be exposed to serious losses 
you've never considered. Your Hartford agent, or 
your own broker, knows how to develop a sound 
insurance program to cover them. 


To find a Hartford agent quickly 


...no matter where you are... just call Western 
Union (in Canada, call Canadian National Telegraphs) 
and ask for the name and address of 
the nearest Hartford representative. 


Ever since 1810, ‘‘Hartford’’ 
on a policy has meant a 
sure promise to pay losses. 





CONNECTICUT 





INSURANCE EXCEPT LIFE 
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It is expected that the sale of defense bonds will atiract many non-customers to the banks 


U.S. Drrense Bonps 


The new savings bonds are designed to be anti-inflationary in nature, 
and they present a public relations opportunity for individual banks 


HE three series of savings bonds 

placed on sale on May 1, 1941 by 

the U. S. Treasury are not the 
spiritual heirs of the Liberty Bonds of 
1917-19, except as each was issued to 
finance our nation’s safety. The new 
bonds are much more closely akin to 
the baby bonds which since 1935 have 
attracted investments of more than 
$3,750,000,000 by some 2,500,000 indi- 
vidual investors, representing maturity 
values above $5,000,000,000. 

Baby bonds have been sold by a 
program of education, with never a 
touch of high pressure or flag waving. 
They were purchased for the single 
reason that they offered an opportunity 
to save money in the form of govern- 


By 
B. M. EDWARDS 


Banking Consultant, Defense Savings Staff, 
U. S. Treasury, and President, South Carolina 
National Bank, Charleston, South Carolina 


ment bonds at an acceptable rate of 
yield. 

These defense bonds will be sold 
with no whit more pressure than the 
baby bonds. The job will be one of 
education, free of all compulsion. But 
there is excellent reason for believing 
that the defense bonds will sell in 
substantially larger volume to many 
more investors. 


In 1941, patriotic Americans feel a 
strong impulse to add their own best 
efforts to forward the defense program 
—and the defense angle of the cur- 
rently offered bonds is not being 
neglected. The promotion behind the 
new bonds is far more intensive than 
any ever applied to promoting the 
baby bonds, and it will be stepped 
up when and if funds are made avail- 
able for this purpose. The market for 
any acceptable method of saving is well 
above what prevailed during most of 
the six years since baby bonds: were 
first offered in 1935, and employment 
and general prosperity are still going 
upward. 

Moreover, the nation-wide organiza- 
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Defense Savings Staff 


tion is being set up to make sure that 
no desirable avenues will be left un- 
explored if they may lead to bond 
sales—a far more determined effort 
than seemed worth making for the 
sale of baby bonds in bygone years. 
Defense bonds will have behind them 
the push of state committees, and of 
committees in such smaller geographi- 
cal units as the state bodies may see 
fit to set up. Post offices were the sole 
retail outlet for baby bonds, but this 
issue will also be merchandised through 
banks and savings banks, savings and 
loans, and other financial institutions. 
If anyone fails to purchase defense 
bonds, it can hardly be for lack of 
opportunity to buy at points con- 
venient to him. 

But because it looms so importantly 
in all Treasury thinking about the 
defense bonds, it is worth repeating 
that there will be no pressure or com- 
pulsion to buy. Conspicuously absent 
from the organizational material are 
such devices as lapel buttons, 100 per 
cent-participation posters, and all other 
gadgets intended to make failure to 
buy a source of embarrassment. This 
is strictly an educational campaign, 
and purchases are solicited on a purely 
voluntary basis. 

As a banker temporarily detached 
from his own institution to lend a hand 
with these bond issues, I see in this 
activity much of significance to banks. 
The program affects banking, all the 
way from its basic economic philosophy 
to the mechanics of how the individual 
banks may see fit to handle details at 
the windows where they place the 
bonds on sale. 

Secretary Morgenthau has repeat- 


B. M. EDWARDS, President, South Carolina National Bank, 
Charleston, S. C., and Banking Consultant, 
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More than 20,000 financial institutions will assist in the sale and distribution of savings bonds 


edly pointed out that these new bond 
series are devised to accomplish two 
major purposes. First, their sale to 
the public is designed to attract into 
investment channels a_ substantial 
share of the increased national in- 
come, thus drawing off surplus pur- 
chasing power. In terms of monetary 
principles, this method of raising 
money for defense purchases is defi- 
nitely anti-inflationary, as contrasted 
with selling bonds to the banks and thus 
creating a basis for credit inflation. 

The second broad purpose is, of 


In addition to Treasury promotional material, financial institutions 


HAROLD N. GRAVES, Assistant to Secretary Morgenthau, 
and in charge of Defense Savings Staff, 
U. S. Treasury Department 








course, to give all American citizens a 
sense of taking a direct part in the 
defense of the country. Viewed from 
this purpose, the program is at least 
as interested in the percentage of 
population that can be educated into 
buying as it is concerned with the 
percentage of the national income 
that can be diverted into these 
securities. 


HE banker’s interest in national 
finance that will avoid the dangers 
of inflation need hardly be elaborated. 



















Attention, All... 


Whether you have a bank account or not 
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up. 


You should know about it! 








WATCH THIS SPACE FOR F' 





will be M-Day for money. Yot 
ment will then offer its secur 
exchange for your savings and 
change in denominations from 1( 
It will ask and expect even§’ 
do his or her bit in the trem 
defense effort now under way. 


You should prepare for 
You Should | 


| We will be glad to tell you why, ana 
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A -direct consequence of this interest 
is his need to comprehend the under- 
lying philosophy of the current pro- 
gram. 

Although it never ran riot as was 
the case on the continent of Europe, 
inflation was definitely with us in the 
years of the World War and immedi- 
ately thereafter. A prerequisite of 
inflation is that productive capacity be 
fully employed, and that money be 
more plentiful than goods. Thus, any- 
thing that creates more money or more 
purchasing power through credit is 
definitely inflationary under circum- 
stances of capacity production, and 
anything that increases production or 
decreases purchasing power is defla- 
tionary. The long-remembered silk 
shirts for shipyard workers at $22 
apiece back in 1918 were the direct 
result of pockets jingling with money, 
and a lack of goods equally attractive 
to the newly affluent shopper. 

To the extent that the workers in 
our defense program can be induced 
to save their surplus earnings by buy- 
ing government bonds, the inflationary 
influence of this extra purchasing 
power will be sterilized. The same is 
true of any bond purchases out of 
current income, whatever the source 
of the income. The ideal money for 
bond buying, as a preventive of infla- 
tion, is current income rather than 
any other type of surplus. (The effect 
of bond buying by banks with deposit 
funds, thus pyramiding deposits and 
creating excess reserves, has been so 
frequently discussed among bankers 
that no further reference to its poten- 
tialities in creating a base for credit 
inflation is required here.) 

Thus, it is desirable that to the 
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REDEMPTION VALUES 
OF NEW SERIES OF UNITED STATES SAVINGS BONDS 
(Per $100.00 of Maturity Value) 
Period after Series E Series F Series G 
issue date Savings Bonds Savings Bonds Savings Bonds 

UE Be Ra ios 5.0 ee be 0 $75.00 Not redeemable Not redeemable 
PES eae Sea 75.00 $74.00 $98.80 
jo SU a ee 75.50 74.20 97.80 
8 Gree 76.00 74.50 96.90 
oO Sere 76.50 74.90 96.20 
ee eee 77.00 75.40 95.60 
eee 78.00 76.00 95.10 
are 79.00 76.70 94.80 
4 to 414 years.............. 80.00 77.60 94.70 
414 to 5 years.............. 81.00 78.60 94.70 
S to S34 yeure.............. 82.00 79.70 94.90 
S36 te 6 yoame..........2... 83.00 80.90 95.20 
6 to 61% years.............. 84.00 82.20 95.50 
Ope Ge TOMS... 2.5.0.0... 86.00 83.50 95.80 
EO 88.00 84.80 96.10 
(, £ | | eee 90.00 86.10 96.40 
eS 92.00 87.40 96.70 
814 to 9 years.............. 94.00 88.70 97.00 
9 to 94 years.............. 96.00 90.00 97.30 
914 to 10 years............. 98.00 91.40 97.60 
10 to 10% years............ 92.90 97.90 
10% to 11 years............ 94.50 98.20 
11 to 11% years............ 96.20 98.60 
11% to 12 years............ 98.00 99.20 
MATURITY VALUE”*..... 100.00 100.00 100.00 

* Available ten years after issue date for the Defense Savings Bonds and twelve years after 
issue date for the Series F and G Savings Bonds. 














Banks will issue E bonds direct, take orders for F and G series 


greatest extent possible, sales be made 
for payment out of surplus income. 
The bank customer or employee who 
merely converts a portion of his sav- 
ings account into defense bonds is 
obtaining a sense of participation in 
the defense effort, but he is not helping 
in the same degree to restrain infla- 
tion, as though he bought it out of 


are helping to create public acceptance of the defense securities with their own advertising 
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FOR NATIONAL 
UNITY 


EMOCRACY and free enterprise are on the 
defense. Our econemie system, whieh bere 
rofore bas held the respect of the world at 

large, is now being attacked by demagugues «bo, 
jealous of our sane way of living, are preaching to 
world gone mad that freedow: in the UNITED STATES 
come to an end. 

wee prepare us against attack, the NATIONAL 
DEFENSE PROGRAM is underway. THE FIRST 
NATIONAL TRUST AND SAVINGS BANK, San 
Diego's pioneer banking institution, is wholeheartedly 
behind the Government in ite supreme and sincere 
effort to protect our country from foreign intrasion or 
imterferenee. 

On May lst Federal securities of various types 
will go on sale, the proceeds of which are intended for 
the maintenance of NATIONAL DEFENSE work. 
Special sacrifices should be made, if necessary, at thie 
critical time. Our UNITED STATES OF AMERICA 
needs the support of every loyal and freedom-loving 











The FIRST NATIONAL BANK will be prepared 
to aid you and the Government in the parebsse and 
financing of NATIONAL DEFENSE SECURITIES os 
soon ae complete details are on hand. 


WE MUST NOT _AND SHALL NOT FAIL. 
eS 


The First National I%ie 


SAN DIEGO'S PIONEER BANK 








this week’s pay check. If this explana- 
tion seems over-elaborate, at least it 
has been intended to make clear to 
the banker the economic philosophy 
underlying the program. 

After all, it is simply another appeal 
to thrift, and thrift is the real founda- 
tion of banking. Bankers and others 

See U. S. DEFENSE BONDS—Page 34 














PLOPLES-PITTSBURGH 


LENDS AID FOR NATIONAL DLFENSE 


Begining May 1, 1941, all Americass will be given a 
direct and peronal opportunny tw take part im the 
nation’s defense program, through the pucchase of De- 
feme Savings Bunds and Stamps. 

During che past vear, che Peoples-Piesburgh Trus: 


Company has made its facilities available to manu- 


facturers and thers wishing tw aid in national defense 


in line wich chis poley of cooperation, we now gladly 

oiler our services to the Government and to the public, 
to help in making effective this financial phase uf the 
defense program. 

All chose who wish information regarding the threc 
new series of Defense Bunds and the new Defense Savings 
Stamps will find it freely available here Write, phone ur 
cums ia co any of the eighe conveniently located Peoples: 
Picisburgh banks. No obligation and no handling charge 












PEOPLES-PITTSBURGH TRUST COMPANY 
PITTSBURGH'S OLDEST 
TRUST COMPANY 
SERIES THE COUNTRY’S LARGEST CORPORATIONS 





Meter Pedal) Depenit temaenee Catyerstion 
Member Fenders! Rese ty sem, 














NATIONAL DEFENSE, Unlimited 


The 
United States National Bank 








No, the institution of National Defense is 
not a “close corporation"—or limited to the 
select or few. It touches the life, liberty and 
pursuit of happiness of all. And, as it should 
be, permits participation BY ALL. 


Defense Financing Program 


On May Ist our Government will offer for public 
investment, Defense Savings Bonds and Stamps. These 
will be issued in denominations within reach of prac- 
tically every man, woman and child. They will con- 
stitute not only a patriotic participation in the finances 
required for Defense, but a profitable plan for Thrift, 
inasmuch asa reasonable interest will be paid thereen. 
As in other Defense activities, the services of the United States 
Nation! Bank are otlered We shell be glad to supply complete 


information pertaimng to Defense Bonds and Stemps and to 
asust subscribers in every available wey 


Broadway and Sixth at Stark, Portland, Oregon 


MEMOL® FEDCORL BEFOSIT (Ntumance COtroES ON 
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Improvements in 
Bank OPERATIONS 


NUMBER of the little time- 

conserving, cost-saving, service- 

improving methods employed in 
our bank were described in last 
month’s issue of The Burroughs Clear- 
ing House.* Our operating policy has 
always been based upon the belief 
that no single method is sacred, simply 
because it is traditional. Rather, we 
have learned that by keeping our minds 
and our eyes open, we occasionally find 
better ways to perform various every- 
day jobs. 

In the aggregate, the savings result- 
ing from such improvements bulk 
importantly. They have speeded up 
our operations so that competent 
authorities tell us that our per-man 
production is high, and our per-item 
cost is low, for banks of our size. And 
we have been able to make employ- 
ment in our bank more than ordinarily 
attractive, because our work goes out 
on schedule under favorable working 
conditions, with full opportunity for 
each person to produce good results 
which usually results in greater com- 
pensation. 

Some few of these economies are 
substantial in their own right. Most 
of them, however, are individually 
small and hardly noticeable until we 
begin checking our production against 
what we obtained before installation 
of the new method. Because they are 
work-saving, they actually make the 
staff tasks lighter while they are 
cutting our operating costs. Consider, 
for example, our savings department. 


1. Cutting Savings Routine 


Nothing else in our operating routine 
seems so unusual to visiting bankers 
as the fact that we re-use savings 
account numbers. It runs counter to 
all tradition, but we are unable to dis- 
cover any tenable objection to the 
idea. It does, moreover, yield sub- 
stantial advantages. 

Ours is an old bank, and our com- 
munity has a strong trend toward 
savings. We have about 15,000 sav- 


*Beginning on page 11. 


Commercial ledger tray unit has swivel 
base, is housed in fireproof safe 


By 
E. R. WATKINS 


Assistant Vice-president and Cashier, The Mahoning National Bank, 
Youngstown, Ohio 


None of the individual ideas presented here will in 


themselves effect large-scale economies. Yet in the 


aggregate, the results obtained from such operating 
improvements make a noticeable difference in per-man 


production, per-item costs, and lighter work routine 


ings accounts, and we have numbers 
running up as high as 57,000. The 
numbering reached that level before 
we discovered, five years ago, that it 
is possible to re-use an account num- 
ber and thus simplify savings depart- 
ment operations. We urgently wish 





that our predecessors had made the 
discovery about the time that they 
reached number 16,000. 

Our savings accounts are kept in 
numerical order and are serviced by 
four tellers and a bookkeeper. The 
accounts are divided into ten sections. 

























By re-using savings account numbers 
we not only reduce the size of the 
numbers more actively handled but we 
also equalize and spread the activity 
over the ten sections. Since savings 
account activity is greater on recent 
accounts than on older accounts, cer- 
tain sections of our savings department 
would have little or no activity while 
the accounts in more recent sections 
would carry an excessive amount of 
activity, thereby creating confusion at 
the ledger trays where tellers check 
signatures and balances. 

Were it not for re-using savings 
numbers, the savings bookkeeper would 
also find her work less efficient be- 
cause we would have so many trans- 
actions in a few trays, and in the other 
trays we would have only one or two 
transactions a day. 

Since discovering that there is no 
poison in re-using a number, we keep 
going back over the savings ledger a 
section at a time. As new accounts 
come in, they are given unutilized 
numbers in the section currently in 
use. When we get this section built 
up to its fair share of the total load, 
we turn to another section and number 
the incoming accounts into it for a 
while. Thus we keep every ledger 
section equally alive and active, and 
spread work equally across the win- 
dows, aiding the bank’s tellers. Also, 
re-using old numbers reduces the 
average size of the numbers. The 
fewer the digits in an account number, 
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Savings department re-uses account numbers, staggers interest dates, concentrates savings records in a unique safe 


the easier it is to see at a quick glance, 
and the less opportunity there is for 
making mistakes. 

Under our system, the method em- 
ployed to re-use a number is simple. 
Instead of buying our pass books and 
ledger cards serially numbered from 
the printer, we buy them without 
numbers and let the savings depart- 
ment employees number them with 
a hand numbering machine a few at a 
time, selecting the numbers to fill 
gaps. Thus, at the moment, the new 
few savings accounts to be opened will 
be numbered respectively 8017, 8019, 
8020, 8025. The pass books and cards, 
so numbered, are already in the 
drawer from which the supplies for 
new accounts are taken. When the 
accounts are opened, they automati- 
cally get these numbers from the 
supplies used. And that is all there 
is to it. 


2. Staggered Interest Dates 


Our plan for levelling the load of 
clerical work in the savings depart- 
ment was borrowed bodily from the 
First National Bank of Pittsburgh, 
where we first saw it in use. The idea 
is that there is no inherent reason why 
savings interest should be invariably 
paid as of January 1 and July 1. In 
fact, these are the worst possible dates 
from the bank’s standpoint. Immedi- 
ately preceding January 1 comes the 
busiest time of the year, not only for 


the savings department but also for 
the entire bank. Then, immediately 
after the mid-year interest date comes 
the July 4 holiday to complicate 
matters, followed by an epidemic of 
vacation absences. 

Like most banks, we used to have 
long, slow-moving lines before our 
savings windows during January and 
July. Practically all customers then 
making deposits or withdrawals had 
to be delayed long enough to permit 
the teller to post the half year’s 
interest and check the pass book. 

We shifted our practice by spread- 
ing out our interest dates to January- 
July, April-October, and May-Novem- 
ber. There is no reason why we might 
not have used the other three pairs of 
months also, but it happens that the 
three sets we use give us sufficient 
spread for our convenience. 

What this means in terms of every- 
day banking is that the operation of 
posting interest and checking pass 
books is spread over six months of the 
year, instead of two. Out of the cus- 
tomers that come to the window in any 
of these months, on the average one 
customer in three has to have his 
interest posted, while the next two 
customers will average to cause no 
such delay this time. It has been 
enough to abolish lines at our savings 
windows except during the most 
exceptional rush times. 

Also, it has taken off the savings 
department the burden of the peak 
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E.R WATRING Aner 





Mr. Edward Alexander 
122 Roslyn Drive 
Youngstown, Ohio 


Dear Sir; 


$101.12. 


checks. 





o wasecy Ass. 
ME ROBERTS Anssrawr Casmen 


February 5, 


Very truly Po 


CH ZZ Mie 


and Cashier 


yt 


wR cer iee se Pee 


w 4 ROBERTS v 
kL A STEWART, Assistant Vice Puesinew 
CM HOOD Assistant Cannes 
xn 6 FOL som Tews ces EE OPRE = Assrsrant Coser 


Youngstown, Ohio 


1941 


An examination of our records shows 
that your checking account has not been active for 
the past few months and now shows a balance of 


The use of your checking account will 
save you much inconvenience and furnish a complete 
record of your transactions and a receipt for all 
of your payments by reason of your returned cancelled 


We invite vou to renew the activity of 
your checking account and to enjoy the service and 
protection afforded through its use. 


yy, 


SN 


aoe 





Form letter helps to revive dead checking accounts 


load formerly encountered at January 
1 and July 1. We used previously to 
have considerable night work, and 
overtime every afternoon. Now we 
have none, the job is handled in regu- 
lar working hours. In the old days 
this was of importance only because 
it was hard on the clerks, and on the 
quality of their work, Now, of course, 
if we were still putting in overtime, it 
would raise our operating costs ap- 
preciably in the savings department. 


3. Concentrating Savings 
Records 


All savings ledger cards and signa- 
ture cards in this department are kept 
in a special piece of safe equipment, 
designed against a two-hour fire. 
Pressing a button, after the unit is 
unlocked, opens it and brings the 
cards out into accessible working posi- 
tion. Pushing another button closes 
it without any further effort by the 
operator. 

Incidentally, we have long followed 
the rule of having a signature placed 
upon the savings ledger card as well as 


upon the signature card proper. The 
advantage, of course, is that having 
the signature saves half of the time 
required on a stranger’s withdrawal 
from his account. 


4. Increasing Bookkeeping 
Efficiency 


In commercial bookkeeping we were 
long disturbed by the difficulty of 
providing a ledger which would have 
the two essential qualities of being 
easy to work with and of being well 
protected from fire damage. Eventu- 
ally we got the problem worked out to 
our satisfaction—and apparently to 
the satisfaction of others who, I under- 
stand, are now using the same type 
of equipment. 

This equipment consists of a two- 
hour safe, with two ledger trays which 
face in opposite directions on a swivel 
base. When the trays are released 
from their confinement in the safe’s 
walls, their ends slant outward and 
the ledger sheets are in perfect posting 
position, thus allowing the bookkeeper 
to increase production and reducing 


the physical energy required to do the 
work. When the bookkeeper finishes 
posting a section she turns the tray- 
base 180 degrees, bringing the second 
tray into position. 

In addition, to increase further our 
posting efficiency, we installed special 
fluorescent lighting over the book- 
keeping machines to give employees 
the substantial benefit of the best 
possible illumination. At the same 
time, we employed sound-insulation 
through individual acoustical shields 
so that customers in the lobby are not 
conscious of commercial account post- 
ing a bare ten or twelve feet away. 


5. Reviving Dead Checking 
Accounts 


Instead of permitting a checking 
account to slide unnoticed into in- 
activity, we maintain a close super- 
vision over this aspect of our business. 
Part of our earnings comes from check- 
ing accounts, which are of course on a 
service charge basis. A _ checking 
account is, therefore, worth keeping 
alive. 

If an account shows no activity for 
four months, we send the customer a 
letter pointing out that his account 
has been inactive, and now shows a 
balance which is stated. We point to 
the usefulness of a checking account, 
and invite him to renew the activity 
of his account. Failing to hear from 
him or to have the account revived 
within another four months, we send 
him an identical letter. Shortly after 
this, if the account has not been 
revived or closed, we transfer it to the 
dormant ledger. 

The advantages of a dormant ledger 
under close control are too well known 
to require amplification. Removing 
the dead accounts from the active 
ledger lets the bookkeepers work 
faster, removes the dead accounts from 
risk of manipulation. 

But what happens in response to our 
form letter is that a very large pro- 
portion of these customers make 
deposits and begin using their accounts 
once more. Those who do not wish 
to revive the account usually draw 
close-out checks for the balance to 
which our letter calls attention. The 
net result of using this method for 
25 years is that today we have only a 
total of about 500 inactive accounts. 


6. Split Statement Dates 


Until we discovered that it was per- 
fectly feasible to break up the tradi- 
tional peak load in getting out state- 
ments, we always kept an overtime 
force on the last evening of the month. 
All of the bookkeepers worked until 
10 P.M., along with half a dozen people 
in the proof department. Because of 

See BANK OPERATIONS—Page 39 











| Banking as Viewed 
from WasHINGTON 


xr =r 2& DT +. 2... 2. ee_Oeeewe 


17 


i 


By HENRY D. RALPH, Washington Correspondent 


Rapid Expansion in 
Defense Housing 


All agencies of the Federal Govern- 
ment concerned with housing are co- 
operating in the problem of providing 
sufficient units to meet the enormous 
expansion of the defense program in 
industrial centers and at Army and 
Navy posts and arsenals. The need 
has expanded operations of the Federal 
Housing Administration, the Federal 
Home Loan Bank System, the U. S. 
Housing Authority, and in addition 
some emergency programs have been 
launched under the Defense Housing 
Co-ordinator. 

Fitting into the program is the 
recently-enacted Title VI of the na- 
tional housing act, which provides for 
defense-housing mortgage insurance 
by the Federal Housing Administra- 
tion. This is very similar to older 


The shortage of living quarters 


ABNER FERGUSON, 
FHA Administrator 














sections of the mortgage insurance 
program, but was set up separately. 
A mortgage insurance fund of $10,- 
000,000 has been created by an ad- 
vance from the Reconstruction Fi- 
nance Corporation, so that any losses 
from defense-housing insurance will 
not be a drain on the mutual mortgage 
insurance fund under other titles of 
the act. 

. With this fund the FHA will insure 
$100,000,000 of mortgages made by 
banks and other approved lenders on 
approximately 25,000 small homes in 
centers designated by the President as 
needing new housing to promote the 
defense program. These mortgages 
are to be limited to $4,000 on a single- 
family home, $6,000 on a two-family 
home, $8,000 on a three-family home, 
and $10,500 on a four-family home. 
They may be 90 per cent of the 
appraised value of the dwelling and 


must be amortized in twenty years 
or less. 

The distinctive feature of Title VI 
is that the initial borrower is a builder 
whereas all other FHA insurance is on 
owner-occupied houses, with the excep- 
tion of large-scale rental projects. 
This permits a builder to proceed at 
once, in designated areas, to construct 
new small homes with funds borrowed 
from banks on commitments for FHA 
insurance. The appraised value is 
that set by the FHA, but the 90 per 
cent mortgage may often cover the 
builder’s total out-of-pocket cost of 
construction. When the house is com- 
pleted the builder may rent it on such 
terms as he can get, but it is con- 
templated that in a majority of cases 
the renter will eventually become the 
owner on payment of 10 per cent of the 
value. This down payment can be 
accumulated through payments to the 


in defense centers has expanded the programs of federal housing agencies 


CHARLES F. PALMER, 
Defense Housing Co-ordinator 








JOHN H. FAHEY, Chairman, 
Federal Home Loan Bank Board 
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COMMERCIAL LOANS 


Reporting Member Banks of Federal Reserve System 
in 101 Leading Cities 


55 Billions of Dollars 
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Commercial loans have reached the highest peak in nearly a decade 


builder of more than the regular 
monthly rental. When the renter has 
accumulated a 10 per cent equity he 
may take over the mortgage if his per- 
sonal credit rating is satisfactory to 
the lender and to FHA. 

Regulations under Title VI provide 
for a maximum interest rate of 41% per 
cent on the declining loan balance, the 
same as under the regular FHA mort- 
gage. During the period when the 
builder is the mortgagor and until 
10 per cent is paid and title acquired 
by the home owner the insurance 
premium is three-quarters. of 1 per 
cent on the declining loan balance, 
after which the usual one-half of 1 per 
cent premium goes into effect in the 
case of a single-family house. 

The purposes of the new title are 
to obtain maximum participation by 
private capital under FHA mortgage 
insurance in the construction of added 
housing facilities required for defense 
industry workers in areas where there 
is reasonable assurance of permanent 
need for the new dwellings after the 
end of the defense emergency, and to 
safeguard the established FHA insured 
mortgage program against excessive 
risks or losses in connection with the 
insurance of home loans in defense 
industry areas. 

Homes built under defense-housing 
mortgage insurance must be con- 
structed under FHA supervision and 
be governed by established minimum 
construction requirements and prop- 


erty standards, and the law requires 
that all such projects must be “eco- 
nomically sound.” Actuarial esti- 
mates indicate that only under an 
unusually high foreclosure experience 
would the insurance losses under Title 
VI exceed the probable premium, fee 
and interest income from the title, 
and that a still higher rate of fore- 
closure would be required before the 
$10,000,000 reserve fund would be- 
come entirely exhausted and _ the 
Treasury called on to make good on 
the insurance liability. 

The defense program is also affect- 
ing other types of home financing, and 
both property improvement loans and 
home mortgage insurance under other 
titles are setting new records. During 
the last nine months FHA has ap- 
proved 140,000 small-home mortgages, 
and during March of this year it estab- 
lished a new peak by approving 30,040 
mortgages amounting to $138,231,180. 

The Home Loan Bank System is 
co-operating in the program, and 
through regional conferences it is en- 
listing private home-financing institu- 
tions in a plan by which private 
industry can pledge the erection of a 
specified number of housing units 
within a stated period of time when 
notified by the Defense Housing Co- 
ordinator that such construction is 
needed. 

In addition to new construction, the 
program embraces the repair and 
modernization of a part of the huge 


volume of unused or sub-standard 
housing which has been overhanging 
the real estate market for several 
years. The technical services of the 
Home Owners Loan Corporation have 
been made available for this purpose. 
During the past few years the HOLC 
has utilized the services of architects 
and technicians in practically every 
county in the United States in the 
reconditioning of 600,000 houses. The 
3,900 members of the Federal Home 
Loan Bank System have financed 
77,500 homes in defense areas during 
the last six months, with a mortgage 
investment of $263,000,000. 

In spite of the great increase in pri- 
vate financing of housing for workers 
in defense areas, the government has 
found it necessary to construct many 
dwelling units itself under the direc- 
tion of the Defense Housing Co- 
ordinator. Contracts have already 
been let, some of them completed, for 
22,120 dwelling units for civilian 
workers and 17,730 for married en- 
listed personnel in 88 localities. This 
housing is of a rather temporary type 
and in general it is in localities where 
the demand for housing is not ex- 
pected to be permanent or where the 
risk is too great to justify the invest- 
ment of private funds. 

The housing shortage has become 
so acute in many places that the 
newly created Office of Price Adminis- 
tration and Consumer Supply has 
issued warnings against unwarranted 
rent increases which might raise the 
cost of living and prevent workers 
from obtaining living quarters where 


needed on defense projects. The con- . 


sumer division of this agency has 
urged local officials to meet the situ- 
ation first by providing temporary 
housing and then, if necessary, by 
imposing emergency regulation and 
control of rents. 


o « ° 


The Substantial Increase 
in Commercial Loans 


Perhaps the most striking develop- 
ment in banking in recent months has 
been the sharp rise in commercial 
loans to the highest level in nearly a 
decade. A large proportion of these, 
the Federal Reserve Board points out 
as the result of a recent survey, has 
been made to firms filling defense con- 
tracts. 

Last summer, shortly after the 
inauguration of the defense program, 
the volume of commercial, industrial, 
and agricultural loans reported showed 
small increases. From the end of 


August, when the sharp upturn began, 
through March the increase of re- 
porting banks in 101 leading cities 
amounted to $950,000,000, or 20 per 
cent, of which $400,000,000 was in the 
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STIMULATING INVESTMENT 


(From the Temporary National Economic Committee’s Final Report to Congress) 


“PISHE voluminous testimony before the Temporary National 
Economic Committee conclusively demonstrated the poten- 
tial capacity of the American economy to produce an abundance 
of goods and services. We are committed to the purpose of 
making that potential capacity the actual quantity of goods 
and services available to the people of this Nation. We reject 
as un-American and unrealistic the belief that the limits of 
economic achievement have been reached in the United States. 
“The hearings and studies of the Temporary National 
Economic Committee have disclosed the restraints placed on 
the competitive system by the concentration of economic power 
with respect to the disadvantages under which small independ- 
ent business labors in attempting to operate successfully. 
Important avenues of credit for small business have either dis- 
appeared or so altered in their conditions as no longer to be 
readily available. Yet small business is the seed-bed of a 
growing system of free enterprise upon which a healthy indus- 
trial economy depends. Its encouragement is essential to a 
dynamic economy. 

“The social desirability of new enterprise and new employ- 
ment is so great that Congress can well consider the advisability 
of material reductions in the rate of taxation on returns which 
come from investments in new, independent businesses. The 
advantages to be derived by the whole economy from the opening 
of new fields to investment and commercial activity would 
more than offset any financial loss in returns from the higher 
brackets under the income tax law. ; 

“This does not blind us to the facts developed concerning the 
lack of private investment sufficient to absorb in economic 
production the savings of our citizens during the past decade 


or more. Vast hoarding of unused capital has resulted. It 
cannot be denied that the present system of production and 
distribution permits the amount set aside in savings to increase 
at a much faster rate than the national income itself increases, 
causing an imbalance of serious proportions. Nor is the answer 
found in continued Government spending to counterbalance 
the accumulation of unused savings in a relatively few hands. 
The ultimate answer must be in such a stimulus to private 
enterprise that an expanding economic endeavor will immedi- 
ately put all savings to work in providing the capital required 
for a more adequate standard of living for all our people. 

“No single remedy will achieve this result. Many of the 
recommendations offered in this report will go far, in combina- 
tion, to effect it. An equitable tax system will do much. A 
wise program of aid to the underprivileged to increase their 
purchasing power will do a great deal. Strict enforcement of 
existing antitrust laws and more adequate antitrust legislation 
to prevent monopoly and insure a system of free competition 
in a free market will accomplish great things. It is an important 
axiom that we cannot maintain an economy of mass production 
unless we have an economy of mass consumption. The only 
practical way of preserving our democratic institutions is to 
pass on the benefits of our technology in lowered prices and 
increased standards of living to our entire population. A com- 
bination of the above remedies will remove many of the re- 
straints and uncertainties which have retarded the investment 
of capital in new enterprise. They are recommended by this 
committee as essential in stimulating the use of capital which 
will adjust the imbalance between savings and investments.” 




















[Approved without objection.] 














““‘We reject as un-American and unrealistic the belief that the limits of economic achievement have been reached” 


first quarter of this year. Other 
figures show that banks in smaller 
cities also had a substantial growth in 
commercial loans, though at a some- 
what smaller rate. All sections of the 
country have shared in the increase, 
though the greatest change has been 
in the larger northern and eastern 
cities where defense industries are 
concentrated. 

Medium and long-term loans re- 
payable on an installment basis appear 
to be increasing in importance, the 
Reserve Board found, due chiefly to 
the general expansion in the produc- 
tion and distribution of goods. Manu- 
facturers, particularly those making 
products requiring long-time produc- 
tion processes, require additional fi- 
nancing to enlarge their facilities, to 
meet payrolls, and to carry larger 
inventories of goods in process of 
manufacture, pending completion of 
the finished products. Bank funds are 
needed when inventories of materials 
and finished products are being built 
up in anticipation of possible future 
requirements. Corporations have also 
been borrowing from banks to repay 
open-market indebtedness. 


Lending by commercial banks for 
defense production was facilitated last 
November by development of the 
Emergency Plant Facilities Contract 
and passage of the assignment of 
claims act which permits borrowing 
on the assignment of government con- 
tracts. Recent figures of the American 
Bankers Association show that about 
one-fourth of the defense loans of 
large commercial banks were made on 
assignment of government contracts as 
collateral, mostly on the basis of EPF 
contracts. The use of these contracts 
has been still further facilitated by 
recent rulings of the Comptroller of 
the Currency and the Reserve Board 
that such contracts are not subject to 
the limitations on bank loans which 
prevent a bank from loaning more than 
10 per cent of its capital to a single 
corporation. One problem has been 
that sub-contracts are not assignable 
in the same way as direct government 
contracts and therefore not so available 
for bank loans. Various schemes are 
under study for remedying this situ- 
ation, but in the meantime many 
banks have been able#to furnish work- 
ing capital for. defense sub-contractors 


by means of ordinary commercial 
instruments and practices. 

Another problem in connection with 
bank loans which is still under con- 
sideration is the fact that all govern- 
ment contractors must furnish a per- 
formance bond, and in many cases the 
bonding company obtains a first lien 
on the contractor’s assets, making it 
difficult for the bank to obtain ade- 
quate collateral for a loan. Confer- 
ences have been held by the office of 
production management and legisla- 
tion has been introduced in Congress 
to remedy this condition, and officials 
believe that a satisfactory solution 
will be found shortly. 

The growth in bank loans and in- 
vestments has been accompanied by 
an increase of deposits to new high 
levels. For all banks in the country 
the board estimated that the volume 
of demand and time deposits, exclud- 
ing inter-bank deposits and collection 
items, plus currency held by the public 
outside banks, exceeded $72,000,000,- 
000 at the middle of March, represent- 
ing an increase of over $15,000,000 
since the pre-depression high point. 

See WASHINGTON VIEWPOINT—Page 44 
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N these days of low interest rates 

] and slim loan portfolios, the prob- 
lem of maintaining earnings is an 

ever present one with, literally, thou- 
sands of small town banks. 

We cannot speak for other banks, 
but for the Poudre Valley National, we 
came to the conclusion several years 
ago that the days of high loan ratios 
were over. Fort Collins had matured 
into a pleasant, stable farming com- 
munity of some 13,000 and, depression 
or no depression, it seemed to us as 
likely that for the foreseeable future, 
it would not be good banking to lend 
more than a base of half of our de- 
posits. We felt that even a 50 per 
cent loan ratio would not come easily 
so long as we adhered to the principles 
of sound banking in advancing our 
credits. This has been borne out by 
the fact that we are today running a 
loan ratio of just about 40 per cent. 
When you consider that in the 1920’s 
we lent up to 75 per cent of our 
deposit line, you can guess that we 
were up against a serious problem in 
trying to sustain the earning power 
which the bank had hitherto enjoyed. 
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Maintaining SMa 
Bank EARNINGS 


By 
H. N. BALES 


Cashier, The Poudre Valley National Bank, 
Fort Collins, Colorado 


Poudre Valley bank faced a problem which is typical 
with thousands of similar institutions, namely, how 
to maintain earnings despite a dwindling loan ratio, 


and still adhere to conservative banking principles. 


The solution to this problem is an interesting story 


In fact we had to re-orient a great deal 
of our former thinking. 

For the success with which the 
changes described in this article were 
effected, a full measure of credit is due 
to Claude L. Stout, who until very 
recently was executive vice-president 
and cashier of the Poudre Valley 
National Bank. Many of the ideas 
and policies discussed here were con- 


ceived by Mr. Stout, and were insti- 
tuted and developed through his 
initiative, with the aid and co-oper- 
ation of the other active officers and 
the board of directors. 


LTHOUGH Mr. Stout and others of 
us never entirely agreed with sucha 
viewpoint, it was once popularly 
felt that banks should derive their 


The bank frankly tells the public why changes are necessary in the interest of conservative banking 
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entire livelihood from loans and invest- 
ments. Patently, we had to get rid 
of that fallacy in the light of the 
lower loan ratio, particularly as less 
than 20 per cent of our depositors ever 
applied for credit, while the other 
80 per cent used us merely as a service 
institution whereby commercial trans- 
actions could be cleared speedily. 
From that it followed that if we con- 
tinued to depend entirely upon loans 
and discounts plus investments, we 
were leasing a good part of our facili- 
ties rent free to the community as a 
warehouse for wealth. We were bur- 
dened with the responsibility of pro- 
viding a safe place for the accumula- 
tions of depositors. It was this func- 
tion of the bank, which, as we saw it, 
constituted our problem. We decided 
that its solution depended on our 
ability, first, to build up non-invest- 
ment income and, second, to reduce 
the overhead incident to maintaining 
the service side of the bank. 

That we have been largely success- 
ful in attaining this goal is attested, 
we think, by the fact that while our 
gross earnings have declined by 39 per 
cent as between 1930 and 1939, our 
expenses have been cut by 30 per 
cent to produce a net only about 
11 per cent less than in 1930, a good 
year for us. To talk about a decline 
in terms of triumph may seem in- 
congruous, but it is not. If you 
eliminate our non-investment income 
from our 1939 figures and at the same 
time leave expenses where they were 








One step was to place on a sound merchandising basis what the bank has fo sell in the way of service 


in 1930, you would find that our de- 
cline in net would amount to not 11 
per cent, but to 131 per cent, which 
would mean a serious dent in our capi- 
tal account instead of a credit as we 
actually showed. To accomplish this 
relatively small decline in net earnings, 
in the face of generally slack business, 
we have neither cut salaries nor re- 
duced the staff. Instead all we have 
done has been to examine and then 
eliminate all possible expense factors, 
while at the same time we placed what 
the bank had to sell in the way of 
service on a sound merchandising 
basis. 


HEN we first came to the conclu- 

sion that this was to be our goal, we 
realized that it could not be accom- 
plished without help. Wecould not see 
the forest for the trees and hence to at- 
tain the objectivity which management 
must have to effect an operation such 
as ours, we went outside the bank and 
called in bank management experts. 
They were able to show us, as we 
could not have shown ourselves, where 
expenses could be cut without hurting 
the bank’s primary function of provid- 
ing a safe financial institution for the 
Fort Collins community. As a result 
of their advice one of the first things 
that we did was to step into the sav- 
ings department. Here we found that 
we had 1,560 savings depositors, of 
which all but 69 had balances of $2,500 
or less. However, these 69 held over 
70 per cent of our total savings 











deposits. In round figures, if we elimi- 
nated their balances in excess of $2,500 
each, it would mean a reduction in our 
deposit line of $500,000. No banker 
likes to take a step which may mean a 
deposit shrinkage, but we were con- 
vinced that we had to, so we ‘ruled 
that we would not pay interest on 
savings balances above $2,500. That 
was in 1935 and since then we have 
made a further reduction by ceasing 
to pay interest on savings balances 
above $1,000. Our gross deposits have 
not suffered by these rulings. As of 
June 29, 1935, when the first of our 
interest rulings went into effect we 
held total deposits in all departments 
of the bank of $2,268,652, of which 
$981,000 constituted savings funds on 
which we were paying 2 per cent 
annually. As of June 29, 1940, our 
deposit line totals $2,400,980 for all 
departments and we are paying interest 
at 2 per cent on only $627,840. This 
indicates an average annual savings 
of $5,000. 

But more important than the saving 
itself is the fact that by effecting it, we 
have strengthened the position of the 
bank as a storehouse of wealth, wholly 
aside from the earnings factor. To 
understand this take such a round 
sum as $500,000 on which 2 per cent 
must be paid, meaning $10,000 a year. 
That $10,000 must be earned and in 
our position, unless we lowered our 
loan standards, earning it would entail 
the purchase of approximately the 
same amount of bonds at present 
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H. N. BALES (extreme left) 


CLAUDE L. STOUT (6th from left) 


Staff sessions promote economies and the art of handling customers 


prices. The interest return would just 
about equal the interest charge of 
$10,000 a year, but it would not take 
care of other overhead. But for the 
sake of argument say that on such a 
basis you break even. Where would 
you be, however, if at the end of 
three years, as an instance, the 
depositors of this half million in 
deposits decided that they wanted 
their money and, as a result, forced 
the sale of the bonds? In such a con- 
tingency, it is not unlikely that the 
bonds would have declined in price, 
that being the way such things usually 
work. On the basis of a five point 
decline, the loss to the bank would 
be about 5 per cent on this savings 
liability. Viewed in that light it is 
obvious that the $500,000 of 2 per 
cent deposits not only entailed an 
annual overhead of $10,000, but repre- 
sented a potential source of loss, 
against which no adequate reserve 
could be accumulated. Hence, our 
position in instances of this kind, is 
that it is better banking to eliminate 
overhead than to run the risk of loss. 


HAVE written at length on this 

subject of eliminating interest from 
savings balances above a given level, 
because it illustrates the kind of think- 
ing we had to do in order to bring our 
expenses down to conform to the 
reduction in gross earnings that was 
forced upon us. As bankers we have 
a responsibility to encourage thrift, 
but we are not charged with the duty 
of providing an investment medium, 
which is exactly what we do when we 
pay interest on balances above a 
stated minimum. For the Poudre 
Valley National Bank, that minimum 
appears to us as $1,000. Your mini- 
mum may be more or less, but at some 
point it exists to divide your thrift 
deposits from your investment de- 


posits. To hold the latter on an inter- 
est basis, we feel, is to incur an over- 
head item that cannot be justified. 

It was the same line of thought that 
led us to install our system of service 
charges. This subject has been dis- 
cussed so completely that it does not 
need further amplification here, except 
to say that through the help of out- 
side consultants we got an accurate 
picture of exactly what our service 
costs were and then proceeded to 
charge these back to the customers 
responsible for them. Thus, whereas 
in the case of excessive savings bal- 
ances, we eliminated an overhead 
which we could not afford, in the case 
of checking account balances we 
brought in revenue to offset an over- 
head item. In this way we both 
stimulated gross earning power and 
reduced expense with the final result 
that our net earnings position was 
maintained at a comfortable, if not 
buoyant, level. That the bank’s posi- 
tion has been greatly strengthened is 
plain. This follows, not only because 
the bank has a better earnings posi- 
tion, important as that is, but because 
it has been relieved of the pressure to 
lend, regardless of the quality of the 
available collateral. Faced with in- 
adequate earnings from the loans he 
wanted, many a banker has been forced 
to take loans he did not want, simply 
because he had to have the earnings 
that they would bring. 

The installation of this program of 
ours was primarily a matter of account- 
ing within the bank. However, we 
knew that unless it was properly 
presented it would drive our customers 
out into the street. We had to sell 
the idea that what we were doing was 
to their advantage, because it gave 
them a better bank. Initially we con- 
ducted a series of customer meetings 
in which we explained in detail our 


objectives, and how their accomplish- 
ment would redound to the long term 
advantage of Fort Collins and thus of 
the bank’s customers. We gave them 
facts drawn from our operating figures 
to disabuse them of the notion that in 
some mysterious way banks always 
make “‘lots of money.” 

Through these meetings we con- 
vinced most of our customers. But a 
job of selling of this kind is never 
done, and so through our staff we keep 
on selling every day. To facilitate the 
art of salesmanship on the part of the 
staff, we strive consistently to make 
every member of the force feel that 
HE is a part of the management, as, 
of course, he is. After all it is the staff, 
not the officers, who meet fully 80 per 
cent of the bank’s customers, and hence 
it is the staff men and not the officers 
who govern many of the minor deci- 
sions affecting a majority of those 
dealing with the bank. Indeed, in 
some cases we go even farther than 
this by throwing almost the entire 
responsibility upon the shoulders of 
the non-officer personnel. In the case 
of our personal loan department, for 
example, the loans are passed upon 
and approved or rejected by a com- 
mittee of six individuals, only one of 
whom, an assistant cashier, is an 
officer of the bank. We decided on 
this procedure partly because it was 
not practical to have the bank’s regu- 
lar discount committee pass on these 
small loans, and partly because we 
wished to develop responsibility among 
the junior members of the staff. The 
personal loans are reviewed at inter- 
vals by a committee of directors, but 


See SMALL BANK EARNINGS—Page 38 





Separate entrance for small loan 
department 
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The CLEARING HOUSE of PICTURES 


EDWARD C. EICHER ... The Securities 
and Exchange Commission on April 9 announced 
that Edward C. Eicher had been elected chairman 
to succeed Jerome N. Frank, who has been 
appointed to the Federal Circuit Court of Appeals 
for the Second Circuit. Chairman Eicher was 
appointed a member of the SEC by President 
Roosevelt in December, 1938, and in June, 1940, 
was reappointed for five years. 


SENATOR LLOYD SPENCER .. . One 
of the latest bankers to occupy the political spot- 
light is Lloyd Spencer, president of the First 
National Bank of Hope, Arkansas, who has been 
appointed to the United States Senate to fill the 
unexpired term of Senator John E. Miller, named 
to a Federal judgeship. Mr. Spencer has served 
as president, vice-president and secretary of the 
Arkansas Bankers Association, and has been 
active in the American Bankers Association. 
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JOHN I. DOWNEY... On April 1, Mr. 
Downey assumed the duties of his new office of 
president of The Fifth Avenue Bank in New York 
City. He succeeds the late John C. Jay, who died 
January 22. Mr. Downey has been affiliated with 
Bankers Trust Company in New York City for a 
number of years, having been a director since 
1917 and a vice-president since 1927. He has 
also been vice-president and trustee of the 
Franklin Savings Bank, New York City. 


GEORGE R. BEACH... Mr. Beach is the 
new president of the oldest mutual savings bank 
in New Jersey, The Provident Institution for 
Savings in Jersey City, a $32 million institution 
incorporated more than 102 years ago. Mr. Beach 
was elevated to the presidency to succeed James 
B. Throckmorton, who was advanced to the newly 
created office of chairman of the board, after 
having served as president for twenty-five years. 








JOHN I. DOWNEY GEORGE R. BEACH 





HOWARD A. LOEB... . The new president 
of the Philadelphia Clearing House Association is 
Howard A. Loeb, chairman of the Tradesmens 
National Bank & Trust Company. He recently 
succeeded Joseph Wayne, Jr., board chairman of 
the Philadelphia National Bank, who served con- 
tinuously as president of the association from 
1930. Mr. Loeb joined the Tradesmens National 
Bank in 1907 as vice-president, became president 
in 1915, and was made chairman in 1938. 


W. F. KEYSER... Mr. Keyser, secretary 
of the Missouri Bankers Association, has been 
elected president of the Central States Con- 
ference of Bank Association Officers. Other 
officers chosen at the annual meeting were: first 
vice-president, Harry C. Hausman, secretary of 
the Illinois Bankers Association; second vice- 
president, Robert E. Wait, secretary, Arkansas 
Bankers Association; secretary and treasurer, W.B. 
Hughes, secretary, Nebraska Bankers Association. 





HOWARD A. LOEB W. F. KEYSER 
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EVIEWING the investments of 
R fiduciary accounts, and doing 

this both regularly and thor- 
oughly, is relatively simple in a large 
trust department where the responsi- 
bility can be assigned to officers and 
employees who devote their full time 
to this duty. In the smaller institu- 
tion, this is a chore that is easily over- 
looked or slighted in the pressure of 
everyday work. 

Because ours is a comparatively 
small trust department, we were pre- 
sented with the problem of regular 
reviews at a minimum cost. To meet 
this, I set up a routine to assure giving 
every account involving investment 
responsibility a comprehensive review 
at least every ninety days. 

The basic accounting fact upon 
which our review method is predi- 
cated is that on our books we carry 
the assets of each account at inventory 
—that is, the price we paid for the 
security if we bought it, or the market 
value on the day we received it, in all 
other cases. The inventory value of 
a security may change with the receipt 
of stock dividends, salable rights, and 
the like. In any such case a uniform 
rule is employed, namely to ascribe 
an inventory value to the new securi- 
ties of their market value on the date 
of receipt by us which is in turn de- 
ducted from the’inventory of the par- 
ent securities, thus leaving the total 
inventory undisturbed. Accordingly, 
even as to securities purchased by us 
the inventory and cost basis may di- 
verge since the tax rules governing cost 
basis do not have the uniform sim- 
plicity of our rule governing the alloca- 
tion of inventory in such cases. Like- 
wise, amortization may reduce in- 
ventory without affecting the cost 
basis. The inventory of a security is 
the true measure of our responsibility 
therefor. 

Our “principal cash and corpus 
ledger” is a combination of principal 
cash ledger and other information 
pertinent to facilitating our method of 
review and of making accountings. 


Detailed instruction sheet, outlining 
provisions of trust account and extent 
of investment responsibility 
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A Systematic Plan 
of Vrust Review | 


By 


ALAN 


Trust Officer, Grace National Bank, New York City 


This relatively small trust department has set up 
a procedure for reviewing fiduciary accounts that 
is systematic and thorough. Records compiled for 


the trust investment committee provide all needed 
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facts for well-advised decisions, at minimum cost 


Only the cash portion thereof is re- 
flected on the principal cash statements 
sent out. The balance of the card is 
an asset control, including principal 
cash, which reflects the profit and loss 
from inventory on each sale. It 
automatically carries forward the total 
inventory of all assets and principal 
cash on hand and the total profit or 
loss taken to date in the account. 
Additions and disbursements and with- 
drawals (at market valfe) ,are ‘so 
treated that the total profit or Joss 
shown remains accurate. 

Our trust investment committee 
meets weekly and reviews a portion of 
our fiduciary accounts at each meeting. 


_many of our accounts pay fees which 


«dates and most of these are quarterly. 


The accounts to be reviewed are set up 
in cycles of convenient size. A good 


are set at a fixed percentage of the 
market value of the assets on regular 


Such accounts come up for review as 
of these quarterly dates, permitting a 
single pricing for review and for fee 
purposes. The rest of the accounts are 
set for review on regular dates to fill 
in the weekly review quotas. The 
review by securities rather than by 
accounts goes on constantly with 
incidental reviews of such accounts as 
are affected by any proposed change. 
Roughly, the same number of accounts 




























































































































INVESTMENT CARO 
TRUST 
WRITE ADDRESSES. ETC. IN PENCIL—DO NOT TYPE 
INCOWE BENEFICIARIES ACORESS acceny of PAYMENT DATES 
k vi at d 
errene City Bank of Whe basen Cart arte at All JSD 5 
vd 727d but Newrhyo hot, 
a/c Mary Doe é 
INCOME 
INSTRUCTIONS 
iwcome sce Legal FEE DATES 
MJSD 5 
IncOME ? AOQRESSES af b DATES 
TATEMENTS ° 5 Do 224 MO AA) £ r z MJSD 
PRINCIPAL “* ? ” 
: siarements i"? Same Sawmre 
STATEMENTS Poo nity 
AND 1o S 
Lusis Same Mehctindtus Jan. 1 
ADVICES ° 
PURCHASE AND, |, 
SALE ADVICES Same sf =.= 
OTHER SECURITY , | 
ADVICES 5 Same Acititk 
— 
To SIGNIO GY SALUTATION® — ADDRESS 
CORMESPONDF NCE Mrs. John Doe J.H.S. Dear Mrs. Doe 929 Fark Give 
A oe 
cabana John Doe, Esq. J.H.S. Dear Mr. Doe Ct 
RECOMMENDATIONS. Vu tA” = + 
en FEDERAL TAX STATUS NEW YORK TAX STATUS 
DONOR 
ANO Sohn*Dee INC, TAXABLE TO Beneficiary cit or... VeSe |Cnon-resivent 
INCOME TAX Tz) P. 
STATUS P @L. TAKABLE TO Trustee CIT. OF U.S, BWresivent 
ACCRUEO INCOME [AMORTIZATION TRUE STK DIVS. ARE] uNuSsUAL DIVS. ARE OPTIONAL CHARGES SHARES TOBE INCOME OUE MINOFS]PRINC. CUE MINORS 
ON ADDITIONS 15 SHALL NOT EJ income TO PRINC. OR INC.) HELD TO BE APPLIED ‘© BE APPLIED 
a tt OClerincipar C) must [Jarrortioneo | Clarrortionen [Ino provision | Ei) scrarate no Eno 
Kl income f) OUR OISCRETION|OR) PRINCIPAL Bincome OUR DISCRETION] L].1In SOLIDO [Jour viscretion—i. Jour iscrerion 
SECURITIES TO 0 IN: ¥o:— KG 
RCGISTERED ME ORGANIZATIONS. ETC g FORECLOSURES, ETC CONVERT SUSSCRINEISELL. wIGE.. ETC. OMPROMISE CLAIMS [LENO TO DONOT'S EST ID/STRIBUTE If KIND 
[_] FIDUCIARY NAMEL_JNO PROVISION BX) NO PROVISION [JNO PROWS: Lino Uno ino Provision B_JNO 



































































THE BURROUGHS CLEARING HOUSE—May, 1941 














































































































































































Typical ‘‘run-up sheet,’’ prepared on addressing machine 
for accounts being reviewed, lists and describes securities 
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Analysis of account form, which shows profit or loss, present 
diversification compared with original, and market trend 


Every trust account involving investment responsibility is given a comprehensive review at least every 90 days 


comes up for formal review at each 
weekly meeting of the trust investment 
committee. 

Primarily for the purpose of book- 
keeping income entries, each security 
in an account is listed on an addressing 
machine stencil in our addressing 
department. Duplicate sales and pur- 
chases slips are forwarded to this 
department from the trust bookkeeping 


department so that stencils are kept 
up to date. Each stencil shows in plain 
language or in code: description, in- 
ventory value, Federal income tax 
cost basis, tax symbol, classification of 
security, income dates, amount of 
income on each income date. Whether 
to carry the income amount on the 
plates is, of course, optional. 

What we call “run-up sheets” are 








Title: Mary Doe Trust #23 


Investment 3 
Responsibility: 

as quoted below. 
Investment 


Authority: 


is ours, subject, however, to the declared intention of the donor 


“The Trustee shall have the power ** to invest ** in such manner 


as in its judgment shall be for the best interests of the Trust, 
and in such stocks, bonds, securities or other investments, of 
whatsoever nature, as the Trustee may see fit, without regard to 
any statutory or other limitation or restriction upon the invest- 
ment of trust funds, ** The Trustee shall not be liable in any 
‘event except for wilful neglect or misfeasance in the performance 
of duty, and shall not be liable for any error of judgment.” 


Amortization: 


Need for Income: Income is important, 





Donor: 
December 5, 1936.) 


R 





er: 


“The Trustee shall not be required to amortize." 


John Doe, husband of the beneficiary. (Trust was created 


_ Upon the death of the beneficiary, the principal is to be distri- 


prepared in advance in the addressing 
department for each account, there 
being seven copies of each sheet. 
These, with the stencil impression 
added, we call run-ups. The run-ups 
come to our statistician usually on 
Friday. As to each account, his 
secretary totals the inventory values 
shown plus the principal cash. She 
checks this total against the “new 
inventory balance” appearing on the 
corpus card as of the close of business 
on the date for which the review is to 
be made, thereby insuring the accuracy 
of the run-up. Additionally, she in- 
quires as to any executed but un- 
delivered purchase or sale transactions 
and, if there are any such, makes cor- 
rections accordingly. Having thus 
proved the run-ups, she pencils in on 
one copy of each sheet the market per 
share or per bond for each investment 
and extends the dollar value. With 
this detail attended to, she puts the 
other six sheets in her typewriter and 
types the figures for the run-ups, thus 
securing an original and five carbon 
See TRUST REVIEW—Page 41 


Excerpts from detailed instruction sheet 
make up this summary report, supplied 
to trust investment committee members 
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New Booklets 


Inflation— Answers to 17 Ques- 
tions .. . One of the major uncer- 
tainties shrouding the future for busi- 
ness concerns and individuals alike is 
the possibility of a full-grown infla- 
tion, arising out of the defense program 
added to the inflationary policies of 
the past few years. In this 22-page 
pamphlet, Dr. Ivan Wright, professor 
of economics at Brooklyn College, 
New York City, provides specific 
answers to questions which people are 
commonly raising today concerning 
the inflation spectre. Dr. Wright dis- 
cusses the imminence of inflation, 
possible hedges against sharply rising 
prices, what managers of large estates 
or endowments should do in the face 
of prospective inflation, the advisabil- 
ity of leaving money in banks, what 
the government can do to counteract 
inflation tendencies, and so on. 

Dr. Wright has made extensive 
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DOLLARS / DEFENSE 


This Banh Part in Financing 
Business ond Deofanie 











CORN EXCHABGE NATIOWAL BANE 


; AND TRUST COMPABY + 
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The booklets listed here are offered 
without charge or obligation. 
Simply address requests on bank 
or company letterhead to: 


The Editor, 
The Burroughs Clearing House, 
Second and Burroughs Avenues, 
Detroit, Michigan 





important role of smaller business 
concerns in the program. There is 
also an analysis of what a business man 
as well as the bank should look for in 
financial statements, and a chart of 
five major financial ratio averages for 
70 lines of business, by which indi- 
vidual enterprises can compare their 
results with others. 19 pages. 


The War and America, 1941... 
The vice-president of a New York 
bank here presents a remarkably clear 


aes 
tt QUESTIONS 


ee De. twas Ware 
rs 
ee mk ew 


Ren oe ere eon ome 
ameets Ropnenat <ewimer 
+ Mawernes Fe 


oe Mower mney 
nes Apes Rename, ore a iene mem coat 


foes 





New booklets dealing with aspects of national defense 


investigations of the inflations resulting 
from the World War, and is a rec- 
ognized authority on the subject. His 
views will be extremely interesting to 
those concerned with financial trends. 


Dollars for Defense... Example 
of an unusually well-prepared bro- 
chure, tied in with the financing of 
the defense program, in which a lead- 
ing commercial bank outlines the 
many flexible loan plans which it now 
has available for stepping up vital 
production. These include warehous- 
ing and commodity loans and accounts 
receivable financing. This description 
of banking services is preceded by 
helpful information concerning the 
obtaining of defense contracts, and the 


analysis of the war economies of 
Germany and England, and compares 
them with our own trend in that direc- 
tion. Readers will be particularly 
interested in the description of present 
banking functions under the Nazi 
regime. The author discusses the 
German practice in regard to interest 
rates, savings deposits, investments in 
government bonds, etc. Essential dif- 
ferences in the English war economy 
are cited, and her financial resources 
are analyzed. With this background, 
the author turns to our relatively free 
economy and studies the possibility of 
our retaining a capitalistic system 
based on a free market and individual 
enterprise. This is an extremely able, 
dispassionate approach to a subject 


that is of profound importance to 
financial institutions. 


Keeping Up With National De- 
fense . . . Banks, other financial 
institutions, and almost every industry 
will face new problems arising out of 
increased activity due to the defense 
program. The first section of this 
booklet points out how careful organi- 
zation and elimination of waste are 
now of more vital importance than 
ever before. This is followed by a 
factual explanation of how modern 
mailing and postage control methods 
provide effective ‘internal defense”’ 
against unnecessary overhead expense, 
and by saving time release employees 
for other duties. 12 pages. 


Still Timely 


These Emergency Hours... An 
analysis of the urgent problems of the 
hour by W. Randolph Burgess, vice- 
chairman of the National City Bank of 
New York. Included is a particularly 
able treatise on the virtues of our free 
enterprise system. 14 pages. 


Digest of Current Ideas on 
Bank Advertising and Promotion 
.- - - A monthly digest of outstanding 
bank promotion ideas, gleaned from a 
wide variety of sources, and designed 
to appeal to busy bank executives as a 
time-saving method of keeping track of 
new developments in the banking field. 


Business Stability and Profits 
- «+ This booklet tells how business 
can avoid losses from bad debts which 
destroy profits and capital, and as a 
consequence how commercial loans of 
banks can be protected against un- 
necessary credit risk. 


The Bank, the Farm Equip- 
ment Dealer, and the Farmer 
. - » Advantages and profit-making 
opportunities to banks in financing the 
sale of farm equipment. 


Facts on Fluorescent Lighting 
. - - An advertising folder which con- 
tains considerable general information 
on this new type of illumination that is 
being widely adopted by banks and 
other financial institutions. 


Editorials on Our Changing 
Banking ... A 56-page booklet in 
which Joseph M. Dodge, president of 
The Detroit Bank, analyzes practices 
and traditions in American banking 
which he holds responsible for the 
downfall of many banking institutions 
in the past. 
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CANADIAN 


BANKING 








By JAMES 


Canadian Banks Prepare for 
Third War Loan 


Canada’s third war loan will be 
launched early this summer, probably 
in June, according to present plans. 
It will be aimed principally at di- 
verting the accumulated savings of 
Canadian citizens to government bond 
holdings. Savings bank deposits, by 
latest figures, totaled $1,687,000,000, 
of which over $1,187,000,000 was in 
accounts averaging over $1,000 each. 
The government’s third war loan is 
expected to total about $750,000,000. 


Sd ® ¢ 


Bank of Commerce Wins 
Inter-Bank Debate 


Inter-bank debating is now an 
established function among banks in 
the Toronto area. The third annual 
inter-bank debate was held on April 8 
between teams of the Dominion Bank 
and the Canadian Bank of Commerce. 
The latter, supporting the affirmative 
on the subject “‘Resolved that univer- 
sity education, as a preparation for 
business life, is a waste of time,” won 
the debate. 

Inter-bank debating is regarded as 
a means of training young bankers not 
only in speaking, but also in thinking. 
The debaters not only handled their 
subject matter well, but inserted suf- 
ficient humor to keep their audience 


Receive 


HARRY F. PATTERSON, 
Executive Vice-president 





MONTAGNES 








Left toright: William F. Locke, George Carter and F. C. W. Hyde, affirmative team, the 

Canadian Bank of Commerce; K. C. Winans, assistant superintendent, Bank of Montreal, 

judge; Jerry Morgan, manager, Toronto branch of Barclay’s Bank (Canada) judge; 

A. C. Ashforth, manager, Dominion Bank, chairman; G. D. Richie, assistant general 

manager, Imperial Bank of Canada, judge; G. F. Hemingway, A. H. Robinson and F. 
Massey, negative team representing the [I ominion Bank 


. . . debaters and judges at third annual inter-bank debate in Toronto 


keenly interested for the entire hour 
of the debate. 

The Toronto inter-bank debates 
have grown from the previous practice 
of holding debates within each bank 
among its own branches, a customary 
winter function of the individual bank 


HERBERT D. BURNS, 
General Manager 





study groups. Three years ago Allan 

McKenzie, archivist of the Canadian 

Bank of Commerce, asked other To- 

ronto banks to pick a team to meet 

that of his bank. The first debate was 

between teams of the Bank of Nova 
See CANADIAN BANKING—Page 42 


new executive positions at the Bank of Nova Scotia 


EDWIN CROCKETT, 
Senior Assistant General Manager 
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COURT DECISIONS 








By CHARLES R. ROSENBERG, Jr. 


NOTES 


Liability of Joint Makers 


Where action on a note is brought 
against the joint makers thereof, the 
contention is sometimes raised that 











- TRUST COMPANY 
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_ Service — Maintaining an. 
. intimate, personalized corre- 
spondent bank service. 


Experienee— Officials with 
» years of service in this field, 
_ assuring a knowledge of re- 
_ quirements and valuable as- 
sistance. 








. Polley —To cooperate with 

_ out-of-town banks rather than 

| compete for business which is 
rightfully theirs. 

















Member of the Bar of Pennsylvania and of the 
District of Columbia 


each maker is liable only for a fixed 
portion of the amount, according to 
an agreement made among the co- 
makers themselves. This has nothing 
to do with the liability of all and each 
of the co-makers to the holder for the 
full amount, as the Superior Court of 
Pennsylvania recently pointed out. 

‘All persons whose names appear on 
a note as makers,” said the court, “‘are 
primarily and unconditionally liable 
to the payee and each is therefore 
liable for the whole debt. As between 
themselves, however, their rights and 
liabilities depend on the relation they 
sustain to each other and to the trans- 
action. It is frequently said that each 
joint debtor is surety for the other 
as to the amount beyond his agreed 
liability.” 

Meaning that a bank holding such a 
note may collect the full amount from 
one co-maker, and after that the co- 
makers will have to fight it out among 
themselves. (Lit vs. Goodman, 18 
Atlantic Reporter, Second Series, 519.) 
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Notes With Legal ‘‘Strings”’ 


When sued on his note, a maker 
may make the defense that “I gave 
this note on the distinct understanding 
that I was not to be liable on it unless 
so-and-so happened—and it didn’t 
happen.” 

Unless the note is in the hands of 
an innocent holder in due course, that 
“conditional delivery” defense is a 
good one, if court and jury are con- 
vinced that it’s true. The Court of 
Appeals of Georgia recently explained 
it thus: 

“It seems to be the settled law under 
the negotiable instruments law that a 
bill or note may be shown to have been 
delivered upon condition, the law 
expressly so providing, as between 
immediate parties and as regards a 
remote party other than a holder in 
due course. 

“In the case before us the note was 
delivered on the condition that there 
would be no liability thereon if the 
payee suffered no loss out of the sale 
of certain land. There was no loss 
suffered by the payee, and the payee 
as plaintiff here, not being a bona fide 
holder in due course, was subject to 
any defense, which includes the de- 
fense here set up, that might be set up 
by the maker against the payee.” 


This ‘‘conditional delivery” defense 
may be made by the maker against 
the original payee and against any 
holder of the note who is not a holder 
in due course. (Empire vs. Donaldson, 
12 Southeastern Reporter, Second 
Series, 489.) 
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No Notice to Endorser Required 


Most banks are alert to give en- 
dorsers prompt notice of dishonor of a 
negotiable instrument, realizing that 
an endorser who is not notified as 
required by law is discharged of his 
liability on the instrument. A recent 
Illinois case serves as a reminder that 
in some circumstances notice to the 
endorser is not necessary to hold him 
liable on a dishonored instrument. 

An Illinois bank made loans to two 
corporations on their respective notes. 


The note of each corporation was en-. 


dorsed by the same individual, who 
was president, sole owner and active 
head of both corporations. When the 
notes were not paid at maturity, the 
bank sent notices of presentment, 
demand, dishonor and protest to the 
two corporations and to the endorser. 
The notices were all sent to the address 
where both corporations were housed 
and where the endorser also, pre- 
sumably, had his office. 

At the subsequent suit by the bank 
against the endorser, one of the 
defenses made was that he had not 
been given notice. It appeared that 
at the time the notices were sent, a 
receiver in bankruptcy had taken 
possession of the corporation’s assets. 
Hence, it was argued, the endorser at 
that time had no office at the corporate 
address and the notices of dishonor 
should have been sent to him at his 
home address in the same city. 

While expressing the view that valid 
notice had been given the endorser, 
the court went on to point out that, 
in view of his relationship with the 
corporations who were the makers of 
the notes, he was not entitled to notice 
at all. 

“The Negotiable Instruments Act,” 
said the court, “‘provides that notice 
of dishonor is not required to be given 
to an endorser in either of several 
cases, one of which is where the en- 
dorser is the person to whom the 
instrument is presented for payment. 
This is precisely applicable to the 
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your records “on wheels” with the 
Cardineer. Here is a new DIEBOLD 
business Tool that brings records to the 


i. he 


Vw 





' me We 





= SS ye eT aC 


= *s = ue 


ELECTRIC REKORDESK SAFES—DIEBOLD Electric 

| Rekordesk Safes make savings ledgers and signatures instantly 
accessible at tellers windows and provide them with day 

and night two-hour fire protection. Hundreds of users are 

daily housing and protecting some eight million vital 

records in DIEBOLD Rekordesk Safes. Ask for full details. 








MORE WORK rw LESS TIME 


operator’s finger tips. Eliminates 
wasted motions and fatigue. Saves 
space. Cuts costs. Readily adaptable 
to your present and future records. 
Write today for complete information. 
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for housing and protecting records and money 
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NIGHT DEPOSITORY—Win new accounts with 
DIEBOLD after-hour deposit service. Dual control 
provides a protected method of handling deposits. This 
appreciated personal banking service is economical and 
earns low insurance rates. Write for full information in- 
cluding record system for controlling after-hour deposits, 


: DIEBOLD SAFE & LOCK COMPANY ° CANTON, OHIO 


Branches in: New York + Boston + Philadelphia + Washington  Pittsbuiyh » Cleveland + Detroit + Chicago and St. Paul 
* NATIONAL BANK VAULT INSPECTION SERVICE x 








METROPOLITAN AREAS IMMEDIATELY... ANYWHERE IN 24 HOURS 
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| RECORD SYSTEMS EQUI 
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CHESTS, BANK VAULTS. 
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Weston’s 


BLACKSTONE 
BOND 


(25% COTTON FIBRE CONTENT) 


To paper buyers, the Weston name 
means the ultimate in high grade 
paper. Yet Weston’s BLACK- 
STONE BOND is in the economy- 
priced 25% cotton fibre content 
grade. That means you get a real 
bargain when you specify BLACK- 
STONE BOND. For the men who 
make the nation’s finest paper can’t 
forget their natural skill even when 
they make paper that sells at the 
minimum price. Ask your supplier 
to show you samples of Weston’s 
BLACKSTONE BOND.You’llagree 
it’s the world’s biggest bargain in 
bond paper. 





1 UPR ALLULALLLALLA LULL ed be 


PAPER BUYERS 


Profit by the ideas and information in 
Weston’s Papers, a special publication 
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BYRON WESTON COMPANY 
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relationship which the endorser here 
bore to his corporations, and in view 
of that relationship notice of dishonor 
to him was not necessary.”” (National 
Builders Bank vs. Simons, 31 North- 
eastern Reporter, Second Series, 274.) 

The same conclusion under some- 
what similar facts was reached in the 
earlier Federal case of Luckenbach vs. 
McDonald, 164 Federal Reporter, 296. 
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Which Law Controls Note? 


Thanks to the Uniform Negotiable 
Instruments Law, the decisions of the 
various State courts on negotiable bills 
and notes are in rather general agree- 
ment. Occasionally, however, the 
law of one State is more favorable to 
the holder of a note than the law of 
another. Then it becomes important 
to determine the State whose law 
governs the note. 

In a recent Federal case the original 
notes were issued in Missouri and con- 
tained a recital that they were negotia- 
ble and payable there. The renewal 
note was dated and made payable in 
Illinois. Did the “Missouri status” 
of the original notes carry over into 
the renewal note so as to make the 
renewal note subject to Missouri law? 
The Federal court thought not, saying: 

“The renewal note contained no 
provision indicating that it was not 
intended to be negotiated in Illinois. 
From the face of the instrument it was 
properly in the hands of the payee in 
the State of Illinois. In this situation, 
if the instrument was legally subject. 
to negotiation, a transferee necessarily 
was entitled to assume and claim that 
the resulting contract between the 
maker and himself was an Illinois con- 
tract and would be governed by the 
law of that State.” 

The importance of subjecting the 
note in this case to Illinois rather than 
Missouri law lay in a rather unusual 
feature of Illinois law. By decisions 
of the Illinois courts, a person to 
whom accommodation paper is nego- 
tiated, in good faith and for value, is 
in the position of, or equivalent to, a 
holder in due course, whether he 
acquires title before or after maturity. 
This is not so in most other States, 
the Federal court remarking that it 
represents a “minority viewpoint.” 
But in Illinois it may “save the 
day”’—and the note—for the holder. 
(D’Oench vs. Federal Deposit Insur- 
ance Corporation, 117 Federal Re- 
porter, Second Series, 491.) 
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Enforcement of Note Obtained 
Through Fraud 


It’s the essence of the law of holder 
in due course that, even though the 
payee may have obtained the instru- 


In writing to advertisers please mention The Burroughs Clearing House 


ment from the maker by fraud or other 
illegality, the holder in due course is 
protected if he acquired the instru- 
ment for value before maturity with- 
out notice or knowledge of any in- 
firmity in the instrument or defect 
in the title of the holder. That makes 
easy sailing for the holder in due course 
in most instances, but where the 
maker presents evidence showing that 
the instrument was obtained from him 
by the payee by fraud or other unlaw- 
ful means, the title of the payee to the 
instrument is thereby shown to be 
defective and the holder in due course 
is put in the position of having to fight 
for his rights. 

“Every holder,” says Section 59 of 
the Uniform Negotiable Instruments 
Act, “is deemed prima facie to be a 
holder in due course; but when it is 
shown that the title of any person who 
has negotiated the instrument was 
defective, the burden is on the holder 
to prove that he or some person under 
whom he claims acquired the title as a 
holder in due course.” 

“Where there is substantial evi- 
dence that the title of the original 
holder of a note was defective,” said 
a Federal court recently, “‘a subse- 
quent holder bears the burden of 
showing that he received the note in 
good faith, for value, and without 
notice of infirmity in the instrument 
or defect in the title of the person 
negotiating it.” 

In the case before the Federal court, 
the holder of the note was unable to 
meet that burden of proof and so was 
unable to collect. 

Where a bank has a note as holder 
in due course, it should be prepared to 
prove all the facts necessary to main- 
tain that status. Failure of such proof 
may mean the loss of the money 
represented by the note. (Equipment 
vs. Arwood, 117 Federal Reporter, 
Second Series, 442.) 
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Does New Law Impair Note? 


When a bank takes a renewal note, 
does it lose the legal remedies for en- 
forcement which it had under the old 
note and become limited to the legal 
redress available under the new note? 
There can be a difference, as a recent 
Florida case shows. 

At the time a loan was made on a 
certain note in Florida, the law of that 
State allowed the holder several means 
of enforcing collection. Later the law 
was changed, and some of those means 
of collection were withdrawn. Still 
later the holder took a renewal note. 
When he undertook to enforce collec- 
tion by the means which had been 
available at the time of the original 
loan, he was met with the contention 
that he could no longer use the legal 
methods he was attempting because 
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THERE'S NO 
TO GETTING LOANS 


@ No magic wands; no “hocus pocus”; 
you don’t have to be Alexander the Great 
to produce new loans for your Bank. All 
that is necessary is to seek out those of 
your customers who have sizable inven- 
tories listed in their balance sheets and 
“Presto!” you have some excellent loan 
prospects; BECAUSE marketable invento- 
ries constitute A-1 collateral for loans 
when hypothecated to your Bank with 
Lawrence Warehouse Receipts @ The goods 
remain on your customers’ premises and 
are released by you as needed; your cus- 
tomers get additional working capital and 
your Bank gets more sound loan business. 
@ Write today for free booklets which de- 
scribe how your Bank can profit through 
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they had been withdrawn by the 
change in the law and the renewal 
note was dated after the change in 
the law. 

A rather complex legal problem was 
thus presented: if the renewal note 
operated in law as payment of the 
original note, then certainly the holder 
could not apply legal procedures for 
collection which had been withdrawn 
before the date of the renewal note. 
But even if the renewal note were 
deemed merely a continuation of the 
original note obligation, could the 
holder go back and avail himself of 
legal redress which existed at the 
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time of the original loan but wltich 
had subsequently been withdrawn? 

“The execution of a note in renewal 
of a previous one,” said the Florida 
court, “‘is not a payment of such prior 
note, nor the creation of a new in- 
debtedness, unless there is an express 
agreement to that effect by the 
parties.” 

But meanwhile a change in Florida’s 
constitution had abolished certain 
means of collection which were avail- 
able at the time the original note was 
executed. In face of that, could the 
holder now go back and claim the 
benefit of those withdrawn collection 
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America’s 1941 Defense Program 
brings new importance to the 
conduct of her major business — 
FARMING. Stepping up produc- 
tion means more generous pur- 
chasing of Farm Machinery and 
closer cooperation between 
farmer, dealer, and banker. 
Since success on the farm is 
definitely measured by the time 
and labor-saving capacity of the 
machines used, the World's Most 
Modern Line — MINNEAPOLIS- 
MOLINE— has special economic 
significance. In Minneapolis- 
Moline Tractors and Farm Ma- 
chines the farmer finds the de- 
pendable service, low upkeep 
cost, and enduring usefulness 
which result in lighter work, 
fewer hours, and substantial 
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1941 MM Headliners have what 
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may need the “‘credit’’ assist- 
ance of his MM Dealer and his 
Banker to purchase them. Fi- 
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the MM Dealer and the Banker. 
That’s why we say, COOPERA- 
TION FOR THE COMMON 
GOOD. 
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methods merely because the current 
renewal note was in law a continuance 
of the original obligation? 

Pointing out that a State cannot 
by law impair the obligations of con- 
tract, even by an amendment to its 
Constitution, the Florida court con- 
tinued: 

“The rights of the holders at the 
time of the original obligations are the 
ones which they may now enforce; 
their contracts would be impaired by 
the effectuation of the amendment to 
the Constitution; and it is correct to 
issue a writ to bring them the remedy 
upon which they were entitled to rely 
when the original obligations were 
incurred. If any other view were 
adopted, it would mean that anyone 
lending money would not be sure of 
his rights or remedies until the ma- 
turity of the debt, regardless of the 
distance in the future, because until 
the debt matured there could be no 
suit brought upon it.” (Board of 
Public Instruction vs. State, 190 
Southern Reporter, 760.) 


4 . Si] 


Those ‘‘Afterthought”’ 
Signatures 


Signatures of new parties affixed to 
a note to “strengthen” it after the 
instrument has been signed and de- 
livered by the original maker, are not 
likely to be of much value to the payee 
unless the “afterthought” signers 
receive a valid consideration for their 
signatures. 

Suit was brought in Oregon recently 
against husband and wife on a note 
on which they were apparently co- 
makers. At the trial of the case it 
was brought out that the wife had not 
signed the note until seven years after 
her husband had signed and delivered 
it to the payee. Because there was 
no consideration for her signing the 
note, the Supreme Court of Oregon 
held that she was not liable on it. 

“She was not a party to the original 
transaction between her husband and 
the payee,” said the court. “She did 
not sign the instrument by reason of 
any agreement between her husband 
and the payee at the time of the 
original transaction that she was to 
add her signature. The note had, 
some seven years before she affixed 
her signature to it, been fully executed 
and delivered according to the under- 
standing of the parties to that instru- 
ment. 

“In the light of these facts, her under- 
taking in signing the note was a new 
and independent contract and to be 
binding on her must be supported by 
a new consideration independent of 
that of the original contract between 
her husband and the payee.” 

If a bank wanted to get a legally 
binding “afterthought” signature on 
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a note it had already acquired, what 
valid consideration could it offer the 
new signer to satisfy the legal require- 
ment? The Oregon court suggests one: 

‘Had the payee made and fulfilled a 
promise to forbear enforcing payment 
of the note for a reasonable or definite 
time as an inducement for her signing 
the note, that promise would have 
been adequate consideration.” (Van 
Bebber vs. Bechill, 109 Pacific Re- 
porter, Second Series, 1046.) 

In a recent Texas case involving a 
similar situation, the court, while 
stating that an “afterthought” signa- 
ture on a note is not binding unless 
supported by a new and independent 
consideration, added that no such 
consideration is necessary where the 
“afterthought” signature “is for the 
accommodation of the payee and the 
paper has been further negotiated.” 
(McAfee vs. Jeter, 147 Southwestern 
Reporter, Second Series, 884.) 


S ¢ ® 


Without Recourse— Maybe! 


The endorsement of a negotiable 
instrument “‘without recourse” is gen- 
erally regarded as an air-tight protec- 
tion for the endorser, but it may not 
be! 

“Such an endorsement,” said the 
Supreme Court of Nebraska recently, 
“indicates a purpose not to assume a 
liability on the paper or responsibility 
for its payment and is sufficient to 
transfer title, but, provided there is 
no fraud, concealment or misrepresen- 
tation, it exempts the endorser from 
all liability as endorser, except that 
he is still chargeable with implied 
warranties as a seller of the paper.” 

But if at trial of the suit on the note 
the jury finds there was concealment, 
fraud or misrepresentation by the 
endorser, the phrase “without re- 
course”’ will not save him from lia- 
bility. 

“When a note is endorsed without 
recourse,” explained the Nebraska 
court, “it does not relieve the en- 
dorser, if there be sufficient evidence 
of fraud, concealment or misrepresenta- 
tion to sustain a verdict to that effect 
by the jury.” 

In short, an endorsement “‘without 
recourse” cannot be used as a cover 
for fraud in the negotiation of the 
instrument. (Evans vs. First National 
Bank, 295 Northwestern Reporter, 
381.) 
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Endorsement or Assignment 


The Supreme Court of Missouri in 
a recent case makes the point that a 
negotiable note may be validly as- 
signed without endorsement. 

“There is a distinction,” says the 
court, “‘between the endorsement of a 
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CLEVELAND'S PUBLIC SQUARE ABOUT 1845 


IN 1845, when the National City Bank was founded, 
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Since then Cleveland has become the center of one of 
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note and its assignment. Both en- 
dorsement and assignment transfer 
title to the note to the assignee or 
endorsee; but the endorsement, if 
made before maturity, confers upon 
him the special rights of a holder in 
due course. While an endorsement 
must be made by written signature on 
the back of the instrument itself, an 
assignment of a note or mortgage may 
be by separate instrument or even by 
parol (oral).”” (Cockrell vs. Taylor, 
145 Southwestern Reporter, Second 
Series, 416.) 

Similarly, the Court of Appeal of 
Louisiana recently explained transfer 
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of a negotiable note by delivery with- 
out endorsement. 

“It is true,” said the court, “‘that in 
the case before us the note has not 
been endorsed by the payee, but this 
is not necessary in order for the 
plaintiff holder to have a cause of 
action as assignee. It is the well 
settled law of this State that a promis- 
sory note need not be transferred by 
endorsement or written assignment; 
that mere delivery of the instrument is 
sufficient and that such delivery may 
be shown by parol (oral) evidence.” 
The court added that this was subject 
to certain local statutory requirements 
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CO TO WORK ON THE FARM 


DOLLARS 


grees the past seventeen years the Federal intermediate credit 
banks have placed several billions of city dollars in profitable em- 


ployment on farms and ranches and in farmers’ cooperative associations 
throughout the country. This has been accomplished by discounting 
agricultural paper carrying the endorsement of commercial banks, 
agricultural credit corporations, livestock loan companies, production 
credit associations and the banks for cooperatives. Funds for this pur- 
pose are realized through the issuance and sale of debentures. The 
soundness of enterprises financed and of local endorsing institutions 
reflects the formidable position enjoyed by the Federal intermediate 
credit banks and creates a broad national market for their debentures. 


THE FEDERAL INTERMEDIATE CREDIT BANKS 


SPRINGFIELD, MASS. LOUISVILLE, KY. ST. PAUL, MINN. HOUSTON, TEX. 


BALTIMORE, MD. NEW ORLEANS, LA. OMAHA, NEB. BERKELEY, CAL. 


COLUMBIA, S. C. ST. LOUIS, MO. WICHITA, KAN. SPOKANE, WASH. 


Further information regarding the Debentures may be obtained from 


CHARLES R. DUNN, Fiscal Agent 31 Nassau Street, New York, N. Y. 





affecting obligations exceeding $500. 
(Delta vs. Riley, 199 Southern Re- 
porter, 671.) 
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No Evidence Against Holder in 
Due Course 


The protection given by law to the 
holder in due course of a negotiable 
note goes to the extreme of “shutting 
the maker’s mouth,” according to a 
recent Wyoming decision. 

There a holder in due course sued 
the maker of a negotiable note. The 
maker alleged several defenses, includ- 
ing that of no consideration for the 
note. The trial judge refused to allow 
the maker to introduce any evidence 
to establish these defenses and by 
numerous rulings shut out all offers 
by the maker to prove his defenses. 

The Supreme Court of Wyoming 
sustained the action of the trial judge 
and said: 

“These rulings against the maker of 
the note were, of course, correct if it 
was true that the plaintiff as a matter 
of fact was a holder in due course of 
the promissory note.” 

The court pointed out, however, 
that this protection is extended only 
to a holder in due course. 

“A different rule,” the court con- 
tinued, “ordinarily prevails between 
the immediate parties to a note or 
other negotiable instrument or in case 
it is negotiated when overdue.” 

Meaning that the maker can go 
“all out” on his defenses against any 
holder who is not a holder in due 
course. (Wright vs. Krouskop, 108 
Pacific Reporter, Second Series, 262.) 
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U.S. DEFENSE 
BONDS 


(CONTINUED FROM PAGE 13) 


in financial fields in which thrift is a 
factor have been quick to comprehend 
the desirability to them of a successful 
program on defense bonds. Endorse- 
ments and offers of full co-operation 
have been rolling into Washington 
ever since the preliminary announce- 
ments of this plan. These were in no 
sense surprising, but the enthusiasm 
evidenced has been distinctly gratifying. 

Certainly there have been few 
periods when commercial banks and 
mutual savings banks would be more 
willing than right now to see workers’ 
surplus funds invested in government 
bonds rather than deposited in their 
institutions. Despite the steady de- 


cline in rate of savings interest paid by 
commercial banks, their savings de- 
posits have climbed by more than 
$5,000,000,000 in five years. Mutual 
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savings banks have succeeded in avoid- 
ing substantial increases in their 
deposits during the same _ period, 
largely because they have recognized 
that more funds would be an embar- 
rassment to them rather than a source 
of profit. 

At the same time, any alert banker 
recognizes the advantage to his insti- 
tution of a substantial traffic count in 
his lobby, of folks who have money 
and are saving it. The sale of defense 
bonds by the banks will unquestion- 
ably attract into bank lobbies large 
numbers of people who have not been 
bank customers, but who are the stuff 
of which good customers can be made. 
Every banker whose experience goes 
back to 1917-19 can recall the sub- 
stantial increase in his number of cus- 
tomers, from the safe deposit depart- 
ment to the trust department, which 
resulted from the broad contacts 
developed then through handling Lib- 
erty Loans for strangers who presently 
brought in business that could yield 
a profit. 


ALso, we bankers still recognize our 

need for building better public rela- 
tions. There are still altogether too 
many people who think of banking in 
terms of a closed institution ten years 
ago, rather than of the vital service 
performed every day for every one. 
By tapping entire population groups 
which have practically no other con- 
tact with banking, the defense bond 
program is giving bankers an oppor- 
tunity which they will surely capi- 
talize on by strengthening the esteem 
in which their institutions are held by 
the general public. 

The organization taking part in the 
program is being developed along lines 
already existing. In six states the title 
of State Administrator has been given 
to the Collector of Internal Revenue, 
and he will be expected to give the 
work his best attention. Each State 
Administrator has one paid assistant. 
All other people in the state organiza- 
tions will be unpaid committeemen, 
selected as representatives influential 
in winning the enthusiastic co-oper- 
ation of major groups affected by the 
program. It is expected that at least 
one banker will be an active member 
of each state committee, and that as 
his special responsibility he will put 
in his best licks advising how to enlist 
his state’s bankers in full support of 
the program. 

Whether there will be local com- 
mittees for counties, townships, towns, 
or even parts of cities will depend in 
each instance upon the judgment of 
the state group. The program will be 
practically autonomous in each state, 
and the details of organization below 
the state-wide level will be decided by 
the state administrator and his com- 
mittee. As this is written, in early 


April, only six state organizations 
have been set up. Some of these state 
organizations should be complete and 
functioning by May 1. Thereafter, 
as rapidly as possible and subject to 
changes of direction as experience may 
indicate, other state organizations will 
be set up, and from them will fan out 
the local committees. As yet, no 
banker appointments to the commit- 
tees have been made. 

Approximately 16,000 post offices, 
ranging from first class to fourth class, 
served as the sole distributing mecha- 
nism for baby bonds in 1935-41. Add- 
ing the commercial banks of the 
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country almost exactly doubles this 
number of outlets for the three new 
series of bonds—as yet we have not 
heard of any bank that does not intend 
to co-operate whole-heartedly in sell- 
ing these bonds. Add to this some 
4,000 savings-and-loans and mutual 
savings banks, with their intimate 
contact with some of the nation’s most 
consistent practitioners of systematic 
thrift. Pile on top of this imposing 
sales organization the banks specializ- 
ing in industrial small loans, with their 
experience in dealing with folks who 
pay for relatively large purchases in 
small installments. Now you begin 











CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 


OF CHICAGO 





Statement of Condition, April 4, 1941 





RESOURCES 











Cash and Due from Banks 
United States Government Obligations, 

Direct and Fully Guaranteed 
Other Bonds and Securities 
Loans and Discounts..... 
Stock in Federal Reserve Bank............ 
Customers’ Liability on Acceptances....... 
Income Accrued but Not Collected......... 
Banking House......... 
Real Estate Owned other than Banking House 


TETTTITI TTT Ti Te $ 524,677,865.82 


ee 


ee 


LIABILITIES 
TAD Bi nrdncwdmmnianeeeawewesetees $1,510,024 ,606.59 
BE MITE eer eT Tere 452,045.95 
Reserve for Taxes, Interest and Expenses.... 6,020,479.35 
Reserve for Contingencies ...............4. 17 652,997.28 
Income Collected but Not Earned.......... 350,355.23 
CSE BOE bones sc alvienstenwageesses eeu 50,000,000.00 
ee rere re eee 40,000,000.00 
RU NNN POON 6 6.5 iis ec cwewsewerasaioswes 14,346,101.51 


United States Government obligations and other securities carried 
at $162,852,752.88 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law 


Member Federal Deposit Insurance Corporation 


799 ,995 ,641.31 
78,807 ,757.43 
213,975 443.47 
2,700,000.00 
431,814.99 
3,687 ,183.51 
12,225,000.00 
2,345,879.38 


$1,638,846,585.91 














$1,638 ,846,585.91 
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to get the picture of how easy it will 
be made for John Q. Public to obey 
that impulse and buy a bond. 

It should hardly be necessary at 
this late date to explain to bankers the 
technical details of the three series of 
bonds that are being issued to the 
public in this program. They are 
respectively lettered Series E, F, and 
G. A mutual savings bank can, but a 
commercial bank cannot own these 
for its own account, though it can 
own F and G bonds for trust accounts. 

Series E is primarily intended for 
the individual small investor. It is 
what financial circles term a discount 
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bond, though in our promotional 
efforts we are attempting to show the 
other side of the medal by calling it 
an appreciation bond. It costs 75 per 
cent of its ten-year maturity value, 
comes in denominations of $25 to 
$1,000 priced $18.75 to $750 at issue. 
Like all three series, an E bond must 
be registered. The E bond restrictions 
are $5,000 to any owner issued in any 
one calendar year, and registration 
confined to an individual, to two 
individuals as co-owners, or to one 
individual as owner and one individual 
as his beneficiary. The yield on the 
bond, if held to maturity, is at the 


























Complete Banking 


Cash on Hand and Due from Other 
OS eee 
United States Government Obligations, 
direct and/or fully guaranteed . 
|| Other Securities... ...... 
| Stock in Federal Reserve Bank. . 
Loans: 
Loans and Discounts . 
Real Estate Mortgages 
| fl Overdrafts 
Branch Buildings and necsaii | —" 
provements . . 
Other Real Estate . 
Accrued Income Receivable—Net 
Prepaid Expense. 
Customers’ L iability ‘Account of 
| Acceptances and Letters of Credit 


a) TOTAL RESOURCES 





Deposits: 
Commercial, Bank and Savings . 
U. S. Government one: 
| Treasurer, State of Mic hig ran. 
Other Public Deposits 
Capital Account: 
Preferred Stock (358,475 Shares) 
Common Stock (825,000 Shares) 


Surplus. 
Undivided Profits . 
Reserve for Retirement of Pre- 
ferred Stock. o Se 
Reserves . . 
Our Liability Account of Acce ept ances 


and Letters of Credit . 


TOTAL LIABILITIES . . 
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| NATIONAL BANK | 
| OF DETROIT 


Statement of Condition, April 4, 1941 


RESOURCES 


. $ 80,602,210.78 


LIABILITIES 


| 

| 

$534,190,788.58 | 

13,156,730.07 | 
19,926,709.17 

52.054.674.96 $619,328,902.78 | 
2674.96 | | 

8,961,875.00 
8,250,000.00 | | 
8, Ss 38, lt 25. 00 } | 
7,189,493.83 | 
1.050,773.45 33,990,267.28 
1,981,481.67 IH | 

| 

| 

1,763,667.98 


United States Government securities carried at $67.306,.427.85 in the foregoing statement 
| | are pledged to secure public and trust deposits and for other purposes required by law. 
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and Trust Service 








$242,300,964.58 


256,530,052.09 | 
56,653,966.07 | 
772,500.00 


15,222,716.26 


29,070.62 95,853,997 .66 














945,048.73 
1,490.25 
1,387,684.76 
854,947.59 


1,763,667.98 | 
$657,064,319.71 1 
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+ 





4 











| Member Federal Deposit Insurance Corporation 


> 









































In writing to advertisers please mention The Burroughs Clearing House 








rate of 2.9 per cent compounded semi- 
annually. The bond may be redeemed 
at any time after sixty days of issue, 
but redemption values carry penalties. 

Series F also is a discount—or 
appreciation—bond. It costs 74 per 
cent of its twelve-year maturity value, 
comes in denominations of $100 to 
$10,000 priced $74 to $7,400 at issue. 
Its registration is restricted to the 
same groups as an E bond, but also it 
may be registered in the name of any 
association, partnership, trustee, or 
corporation. The owner is limited to 
$50,000 cost price of F bonds, or of 
F and G bonds combined, issued in 
any one calendar year. The yield, if 
held to maturity, is 2.53 per cent com- 
pounded semi-annually. It may be 
redeemed on one month’s written 
notice after six months from its issue 
date, but redemption values carry 
penalties. 

Series G is a twelve-year current 
income bond, is priced at par, and 
comes in the same denominations as 
Series F. Its registration is restricted 
identically with Series F, and owner- 
ship is identically limited in amount. 
Interest at 2.5 per cent is paid semi- 
annually by Treasury check. Redemp- 
tion provisions are identical with those 
for Series F, and the penalties for 
redemption are approximately identi- 
cal. However, if a Series G bond is 
purchased by a trust, and the trust is 
subsequently terminated by reason of 
a death, the Series G bond may be 
redeemed without penalty if applica- 
tion is made within four months of the 
death causing termination of the 
trust. There is also par redemption 
upon death of owners or co-owners. 


"THE differences in types of bonds are 

reflected in the relationship of the 
bank and its method of selling them. 
Because Series E is intended for the 
small buyer who has probably never 
before made any investment, the 
bank in this transaction serves as a 
bank of issue. That is, the bank is 
equipped with blank bonds, just like 
a post office. The customer who 
pushes his money through the window 
for an E bond thus receives then and 
there the security that he has paid 
for—not an interim certificate or 
temporary receipt or any other form 
of document which is a mere substitute 
for what he is there to buy. 

On the F and G bonds, however, 
the banks and other financial institu- 
tions will serve as sales agencies. The 
bank accepts the money, receipts for 
it, forwards to the Federal Reserve 
Bank of its district the application and 
the remittance. The Federal Reserve 
Bank thereupon actually issues the 
bond. 

No other method of sale could better 
serve the anti-inflationary purposes of 
these bond issues than an installment 
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method of paying for them out of in- 
come. One mechanism provided by 
the Treasury for the installment pur- 
chase of Series E bonds is the postal 
savings stamp. These will be available 
in denominations of 10¢, 25¢, 50¢, $1 
and $5, and cards and albums in which 
the stamps may be mounted will be 
provided. The stamps are redeem- 
able at face, bear no interest, and 
may be exchanged for bonds when 
sufficient face value is accumulated. 

It is anticipated, however, that 
many customers will wish to commit 
themselves to larger purchases to be 
paid for out of future income, and that 
these customers will make their own 
arrangements with the banks to ad- 
vance the money and carry the loan 
on a monthly payment plan. 


"THE Treasury is carefully refraining 

from advocating any specific plans 
for automatic payment of installment 
loans in this field. There has been a 
good deal of talk about possible 
arrangements between banks and their 
customers for automatic deduction of 
bond payments from their balances on 
due dates. There has also been men- 
tion of payroll deductions between 
employers and their workers. Our 
one point along these lines is that all 
such arrangements must be entered 
into voluntarily between the contract- 
ing individuals, that there must be no 
pressure to permit any such arrange- 
ment for the sake of 100 per cent 
participation or other form of social 
compulsion. The only reason for such 
a deal should be their mutual con- 
venience, and this in turn rests upon 
whether it is a benefit to the em- 
ployee. 

Already a good many banks at 
scattered points throughout the coun- 
try have been advertising and other- 
wise promoting the sale of these new 
bonds —mind you, this is written three 
weeks before they go on sale. By the 
time this article is in your hands, it 
seems,probable that the bond program 
will have had the benefit of the 
advertising push of hundreds of banks 
and other financial institutions, in 
newspapers, on radio time, and other- 
wise. We hear occasional reports of 
lobby posters and street car cards that 
are being designed for use of individual 
banks. 


THE Treasury itself has, of course, 

developed a rather complete set of 
printed promotional matter, including 
signs, posters, and various other de- 
vices. Radio stations are contrib- 
uting one-minute spot announcements. 
There will, in brief, be an appreciable 
volume of promotional material at 
work to create public acceptance of 
these securities by the time that they 
are placed on sale. 

We have been repeatedly asked what 


sales quotas are being set, and all 
manner of possible bases have been 
suggested by the questioners —popu- 
lation, bank deposits, payrolls, and so 
on. Actually, from what has already 
been stated and restated here about 
the voluntary character of this pro- 
gram, you will recognize that no quota 
system could be possible. Let me say 
flatly that there is no quota, either 
for the total campaign nor for any 
individual unit, territory, or com- 
munity. Quotas are out. The minute 
a quota is set, it becomes not an 
educational campaign but a drive — 
and driving involves compulsion, 
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whether you are driving a horse to 
water or a human being to a bond 
purchase. 

We obviously have some ideas of 
how large a volume of Series E, F, and 
G bonds are likely to be placed during 
the eight calendar months of 1941 
remaining for their sale. Our guesses 
are so rough that they would be value- 
less. But you might find it interesting 
to take out your pencil and do a little 
rule-of-thumb estimating for yourself, 
just to see how closely you can guess 
it —for check-up after next New Year’s 
Day. 

First, in six years 2,500,000 pur- 














Fifth Ave. at 44th St. 


LONDON VICHY PARIS 


Due from Banks and Bankers . 
U. S. Government Obligations . 
Public Securities .. 

Stock of the Federal Reserve Bank 
Other Securities and Obligations 
Loans and Bills Purchased . . 
Credits Granted on Acceptances. 


Deposits 


Guaranty Trust Company of New York 


140 Broadway Madison Ave. at 60th St. 


Condensed Statement of Condition, March 31, 1941 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


Items in Transit with Foreign Branches and Net 
Difference in Balances Between Various Offices 
Due to Different Statement Dates of Some 


Foreign Branches oe 33,655.16 
Accrued Interest and Accounts Receivable eae Om 8,455,693.96 
Real Estate Bonds and Mortgages . ... .- -~ 1,765,691.46 

a ae 
Bank Buildings . .... +. ce «eee e 11,176,232.1 
Other Real Estate ee * @¢ ee . °* e + 1,343,722.34 


Total Resources. . . « « « « 


LIABILITIES 
- $2,490,277,182.29 


BRUSSELS LIVERPOOL 


.$ 1,189,462,206.88 
1,104,851,360.50 
46,704,096.59 

: 7,800,000.00 
" 21,052,065.58 
.  416,658,974.49 
j 4,626,485.63 


e+ 6 4 2 eo 2 
ee & + ek 8 4 
. . . . . . 








. $2,813,930, 184.78 














Branches as of February 15, 1941. 








Checks Outstanding. ... . 29,894,871.31 
$2,520,172,053.60 
Acceptances. . . . . + © « + $12,493,314.86 
Less: Own Acceptances 
Held for Investment. . « « « 7,866,829.23 
‘ 4,626,485.63 
Liability as Endorser on aeprene an 
Foreign Bills .. . aes aby wa aeeee 98,237.00 
Dividend Payable April 1, 941... ° 2,700,000.00 
Misce eous Accounts Payable, Accrued Taxes, ete. 9,097,354.51 
2,536,694, 130.74 
Capital ££ eS & eo © 2's 2S g 90,000,000.00 
Surplus Fund. ... .-. .- + +« 170,000,000.00 
Undivided Profits . . 17,236,054.04 
Total Capital Funds . .. . 277,236,054.04 
Total Liabilities . . . . . . . . -$2,813,930,184.78 
srereey canna: ts caaute puliae contin ee voqeieel lp Seek oui bal cakes Gangheae 


This Statement includes the assets and liabilities of London and Liverpool Branches 
as of March 31, 1941; Brussels Branch as of February 28, 1941; Vichy, Paris, and Havre 


Member Federal Deposit Insurance Corporation 
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chasers invested somewhat more than 
$3,750,000,000 of their cash in baby 
bonds, which were on sale at approxi- 
mately 16,000 post offices. This time 
there is the defense program to make 
this appeal as a patriotic enterprise 
instead of as a purely personal mecha- 
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nism for saving. There will be more 
than 20,000 extra sales establishments, 
in the commercial banks, industrial 
and savings banks, and the savings- 
and-loan institutions. There will be a 
more complete organization, and a 
much more intensive promotional 


° Sf 


effort will be made. 

It seems no betrayal of a secret to 
admit that we expect the rate of sale 
of these bonds during 1941 will be 
substantially higher than the average 
of baby bond sales for the six years 
of their existence. 


SMALL BANK EARNINGS 


(CONTINUED FROM PAGE 22) 

it is the staff group known as the 
junior discount committee, meeting 
every afternoon at four o’clock, which 


approves or disapproves the loan 
applications. The result has been a 
speedier service than we could have 
otherwise given, and a low loss ratio. 
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Beyond this, the staff holds regular 
meetings each Thursday afternoon to 
discuss problems of operation and 
methods of meeting the public. These 
meetings have had twin benefits. 
They have helped to effect operating 
economies on the one hand, and on the 
other they have helped to carry on 
our permanent campaign of “selling 
the public” as to the soundness of the 
way in which the Poudre Valley 
National Bank is being run. Attend- 
ance at these meetings is voluntary, 
but to date there have been no un- 
avoidable absences. As a_ general 
guide for the meetings a course in 
“Human Relations in Business” is 
used, but the headings from this course 
are merely the lead topics. From this 
base, the meetings proceed to more 
intimate details of the bank’s work. 
More than this, the staff is made to 
feel a part of the bank through the 
payment of an annual bonus out of 
earnings. It is not fixed, but is voted 
annually by the board of directors. 
Also, any employee who can and who 
desires to buy stock in the bank is 
encouraged. In such ways, the entire 
staff comes to realize that the bank’s 
progress is its responsibility. Trans- 
lated, that means better service, better 
relations with the public and, inci- 
dentally, improved earnings for the 
bank. In a very real sense, the entire 
personnel of the bank including direc- 
tors, officers and employees, are a 
unified team, working toward one end, 
a better bank. Recognition ofthis is 
given by the fact that in publishing 
our statement of condition we list the 
name of every person connected with 
the bank, regardless of his position. 

In substance what we have at- 
tempted to do has been so to gear our 
operations that they were defensible, 
and then to defend them. This en- 
tailed the acceptance of the hard fact 
that for us loans were down and were 
likely to stay that way. Hence earn- 
ings had to be found in other directions 
and operating economies had to be 
devised. This further entailed telling 
the public a good many things about 
our business so that they would under- 
stand why the changes were neces- 
sary. Literally we have had to lay 
our cards on the table. In doing this a 
particular help has been our use of 
informal discussions on banking, which 
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we append to each published state- 
ment of condition folder. Starting 
this series in 1931, we have now pub- 
lished thirty-five or so of these pam- 
phlets written by Mr. Stout. The 
topics have covered the value of 
liquidity, the forces necessitating serv- 
ice charges and interest reduction, and 
so on. In each we have stressed the 
value to the community of conserva- 
tive banking. 

This may seem a long way from the 
subject of maintaining bank earning 
power, but it is not in point of fact. 
Repeatedly, banks (including our- 
selves) spend money in an attempt to 
attract loans. They attempt to build 
up earning power through such loans. 
When we publicize the idea of building 
non-investment income, we are moti- 
vated by exactly the same force. Only 
our approach differs. Here we are 
selling not credit but service to secure 
income. In a way, our sales approach 
is to show the customer that a sound 
bank is not kept so by accident, habit, 
or an act of Congress, but by careful 
and conservative management. 

I would be the last to suggest that 
the policies we have initiated to in- 
crease our earning power are fixed. 
They are not. They will be changed 
as times and the conditions under 
which we operate change, but so long 
as Poudre Valley National Bank re- 
mains under its present management 
the philosophy back of any policy we 
initiate will remain the same. That 
philosophy is: We are going to have, 
and to merit, the respect of our cus- 
tomers. That is our goal. We think 
we are making progress. The earnings 
figure, considering its base, seems to 
bear this out. 
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BANK 
OPERATIONS 


(CONTINUED FROM PAGE 16) 


this hectic rush, errors crept in, 
vouchers were misplaced in the wrong 
statement envelopes, service to cus- 
tomers was generally impaired. And 
next day, the normal day’s work went 
with halts and jerks due to overtired 
employees who had been under the 
nervous strain of working in the 
statement crew. 

When we undertook to break down 
our statement peak, we selected the 
slowest period of the month—the 
2ist, 22nd, and 23rd—as the ideal 
time for getting out statements to the 
bulk of our accounts. We split our 
three ledgers for this purpose, one 
ledger toa day. And we enclosed with 
the last statement on the old date the 
notification to the individual, non- 
commercial checking account cus- 


tomer. It told him that next month 
his statement would be ready on the 
designated day, and requested him to 
come in and talk it over if this new 
statement date would be unsatisfac- 
tory. 
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A number of people came in, under 
some sort of misunderstanding, but 
they were quickly cleared up. When 
we finished with the preliminaries, we 
had just a handful of individual 
accounts flagged for statements as 
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of the end of the calendar month. 

We retained the end of the month as 
the date for closing off commercial 
accounts. The change in dates not 
only did away with this source of over- 
time, but also it greatly improved the 
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efficiency of our statement file. Now, 
before the big, commercial customer 
comes around for his statement, the 
large number of _personal-account 
statements have already been disposed 
of, given out to the customers. The 
same thing applies to our check files. 
The last one-third of the month, always 
a busy period in terms of commercial 
checks presented, now finds our check 
files with ample space because all of the 
individual-account checks have been 
removed. We use this capacity for the 
last few days’ run of commercial- 
account checks. As our business has 
increased since we adopted the system 
of splitting our statement dates, we 
should doubtless have to buy more 
check and statement file equipment if 
we were to revert to the old practice 
of getting out all statements on the 
same date. 

For this same purpose of keeping 
the files clear, we habitually make up 
immediately the statements on all 
closed accounts, and send them out by 
mail. We keep an office register of 
these as final record of the accounts. 


7. One Extra Day on Statements 


Although individual-account state- 
ments are made up in the third week 
of the month, commercial-account 
statements are still made up as of the 
end of the month. On the last day 
of the month we strike trial balances 
on all commercial accounts, but we 
do not make up statements until next 
day, the first of the month. 

Our schedule is to make up company 
statements as of the 31st, on the Ist, 
for delivery on the 2nd day of the 
month. Those statements that are 
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mailed out to business customers go 
out the afternoon of the Ist, for 
delivery the morning of the 2nd. The 
rest may be had at the statement 
window on the 2nd. 

When we decided to do this we 
merely notified our company customers 
that because of the Federal Wage- 
and-Hour Law, we would thereafter 
provide statements on the 2nd instead 
on the Ist as before. A small number 
of objections came in, and the upshot 
is that we have less than a dozen 
accounts which must have their state- 
ments on the Ist. They get them, and 
it is really of no consequence in our 
operating. Of 5,600 accounts, a dozen 
exceptions is a minute fraction of 1 per 
cent. This shift did away with all 
necessity for statement-crew overtime. 


8. Cost and Production Records 


We undertake to keep precise and 
careful records showing all of the 
salient facts as to costs, transactions, 
funds and the like. Our ideal is to 
present to the managing officers of 
our institution a set of records as com- 
plete for their purpose as the figures, 
naturally much more elaborate, that 
would be laid before the management 
by the comptroller of a metropolitan 
bank. 

We see this as a problem in manage- 
ment comparable with the identical 
problem in an industrial firm. Our 
loaning officers would hardly entrust 
the depositors’ funds on loan to a 
corporation which did not know its 
costs and which lacked other records 
essential to intelligent management of 
its affairs. We see no reason why we 
should be less careful in our own 
management. 

As was explained last month, one 
of the senior tellers keeps the records 
that come to us for consideration. The 
actual day-by-day records are, how- 
ever, made up in the operating depart- 
ments. What it amounts to is that 
the man or girl in charge of an operat- 
ing section counts up the items at the 
end of the day from tallies made dur- 
ing the day, transfers tape totals to 
the ruled sheet, and at the end of the 
day or of the month, or both, forwards 
these figures to the senior teller in 
charge of this set of records. 

Each month we obtain records show- 
ing the source of all income and outgo, 
showing employment of funds, and 
yields. We also get reports, by days, 
and in terms both of number of dollars 
and number of items or transactions, 
on the following: Overs and Shorts; 


Out Mail; In and Out Collections; 
Loan Debits, Credits, Drafts; In 
Mail Cash; In and Out Clearings; 


Miscellaneous Income; Numbers of 
Items Handled, by Ledgers; Savings; 
Safe Deposit Visitors. These monthly 
reports are broken down still further 
by the teller in charge of these records, 
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so that each year we have the annual 
figures on all of the above, by each 
column on the monthly reports, re- 
ported separately in dollars and in 
number of transactions. 

We know, of course, our costs 
chargeable to each department. It is 
thus the simplest of computations to 
arrive at the costs per transaction or 
per item in our institution. We can 
—and do — study the operations shown 
for our various departments to see 
whether we are getting proper, econom- 
ical production per capita, and whether 
our per-transaction costs are getting 
out of line. 

Because we know our item costs, 
and can back them up with figures 
from the reports, we know that our 
service charges are fair, that our 
account analysis is based on actual 
costs and yields, that everything is as 
it should be. And because we know 
these, we have no difficulty in convinc- 
ing even the most cynical customer 
that the charges we are making his 
organization are entirely fair and based 
upon efficient operation. 


° ° « 


TRUST REVIEW 


(CONTINUED FROM PAGE 25) 


copies. These sets are for the use of 
the members of the trust investment 
committee, the copies going into five 
loose leaf review books. The original 
goes directly into the investment file 
as a permanent record. 

The secretary’s next step is to pre- 
pare the forms called “analysis of 
account,” usually known around the 
department as “‘head sheets.”” Exami- 
nation of this form, as reproduced on 
page 25, will permit much quicker and 
more complete comprehension than the 
most elaborate attempt at description. 
Note that where an entry would be 
inappropriate it is blanked out. The 
secretary drafts this record in pencil, 
then types a half-dozen copies just as 
she did with the run-ups, for the same 
uses. 

In reviewing an account, the first 
significant figure our committee mem- 
bers look for on the head sheet is the 
actual profit or loss taken to date as 
against the total of realized and un- 
realized losses. At the top of the 
head sheet the first column shows 
how we stand on profits or losses 
actually realized. 

The next significant figure is the 
market value minus Federal income 
tax cost basis. Although the impor- 
tance of sales solely to realize a taxable 
gain or loss is often overstressed, the 
incidence of tax must, of course, be 
taken into account with respect to 
any proposed sale. Here it is neces- 
sary to look at the cost of the indi- 


vidual item, and even then the total 
cost of that item as carried on the 
stencil may have to be broken down 
by reference to the tax file to show the 
separate costs and dates of acquisition 
for component parts thereof. The 
total profit or loss from cost basis as 
reflected on the head sheet has no 
relation to the other resulting figures 
thereon, since it is unrelated to the 
original cost of the account as a whole. 
Total “‘cost” is the total cost basis of 
all items at present held. Neverthe- 
less, it is of some value as a guide to 
the committee. A good many ac- 
counts, particularly those which are 
not strictly trust accounts, are cus- 
tomarily received in such shape as to 
require a good deal of straightening 
around. When an account is in 
readjustment, the cost to the owner is 
significant to him and the profit or 
loss from the “cost” roughly reflects the 
results of such action. As the original 
holdings are disposed of, the figure 
progressively loses this significance. 
Finally in this set of figures comes 
the market value minus value when 
received (adjusted); that is, the total 
of profit or loss realized and un- 
realized, or how the account would 
stand if it were to be sold out today. 
The balance of the information de- 
sired on a head sheet must, of course, 
vary in accordance with local condi- 
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tions and practices. On our form, the 
next block of information might be 
termed protective for the bank. We 
want to know the diversification as 
between fixed income investments and 
common stocks when the account came 
to us, so that if we increased the 
proportion of the latter we know 
precisely what we are doing in relation 
to the original owner’s precedent. Also 
we need to know the non-earning cash 
because except under unusual condi- 
tions this should be held to a minimum. 
The tabulation showing current diver- 
sification as between bonds, preferred 
stocks and common stocks and also 
the classifications such as industrials, 
public utilities, and so on, gives us both 
the total figure and the percentages 
at market value on the review date. 
The usefulness of this tabulation is 
apparent. 

The last block of information, mar- 
ket value for the four previous reviews 
and any additions and withdrawals 
(including principal payments) in each 
of the past five reviews, gives us 
knowledge of the relative behavior of 
the account in the market and the 
trend, if there is one. We need to 
know about additions and withdrawals 
in order that the apparent trend will 
not be falsely interpreted. 

One other bit of information is 
available in the books of committee 
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members so that they may have all 
salient facts before them. This is a 
sheet that goes into the book in front 
of each review. It explains briefly the 
extent of our investment responsibility, 
the governing provisions of the trust 
instrument with respect to invest- 
ments, amortization, need for income, 
origin of the account, and disposition 
of the remainders. This sheet is not 
changed from one review to another 
unless the provisions of the trust are 
altered. The sheet is a briefed set of 
excerpts from a more detailed instruc- 
tion sheet, copies of which are available 
in the correspondence file, investment 
file and security ledger file. 

When the trust. investment com- 
mittee meets, each member thus has 
in his book the facts about each 
account, its over-all results and its 
individual investments. These are in 
such form that he can run through any 
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account rapidly and can quickly grasp 
its current position and results to date. 

The bank examiners make use of 
these records in examining the trust 
department. -In fact, the experience 
of the examiners constitutes a most 
concrete measure of the usefulness of 
these records in saving time while 
permitting a thorough review. It 
used to take the normal examining 
crew eight days to examine our trust 
department; now it takes them four 
days. They say the saving in time 
is largely due to these records. 

The cost of reviewing our accounts 
is extremely low. In the addressing 
department it requires approximately 
one hour a week to prepare the run-ups. 
In the statistical department it takes 
less than one-half of one girl’s time to 
perform all the miscellaneous oper- 
ations in preparing the forms for the 
members of the trust investment com- 
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mittee from the preliminary pencil work 
and comparisons with the corpus cards 
all the way through typing the forms 
and placing them in the books. Of 
course, without a corpus card substan- 
tially in its present form, and on which 
the required balances are automati- 
cally brought forward through machine 
operation, the cost of keeping sub- 
sidiary records to give the same 
information would have to be taken 
into account. It takes a few hours a 
week of the statistician’s time to 
check the accuracy of his secretary’s 
spade work. That is all the cost there 
is, in time or anything else. Thus our 
low cost review saves the time of the 
trust investment committee, gives 
assurance of regular and thorough re- 
viewing and, together with the minutes 
of the committee, makes a permanent 
record of the reviews and of the action 
taken by the committee. 


CANADIAN BANKING 


(CONTINUED FROM PAGE 27) 
Scotia and the Canadian Bank of 


Commerce. In 1940 the Bank of 
Montreal brought a team to meet the 
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Commerce team, and this year the 
Dominion Bank team challenged the 
Commerce team. Attendance from 
staffs of all Toronto branches has 
averaged 400 for the inter-bank de- 
bates, showing an interest in the 
subject by bankers, both men and 
women, who take part in the regular 
study groups. Judges are as a rule 
picked from other banks than those 
debating, this year from the Bank of 
Montreal, Imperial Bank of Canada, 
and Barclays Bank (Canada). 

A feature of interest in this year’s 
debate was a score card for the 
audience, through which they could 
also act as judges, and see how close 
they could come to the actual judges. 
Space was allotted on the back of the 
program for each speaker, with scoring 
divided on the following maximum 
basis: material, 60 points; delivery, 
20 points; and style, 20 points. Scor- 
ing was done by circling a series of 
marks from low to high under each 
heading, and totaling for each side. 
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Bank of Nova Scotia Appoints 
New General Manager 


Herbert D. Burns, senior assistant 
general manager of the Bank of Nova 
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Scotia, has been appointed general 
manager in a trio of moves announced 
on April 9, at Toronto. Harry F. Pat- 
terson, general manager, has been 
appointed executive vice-president, and 
Edwin Crockett has been named senior 
assistant general manager. 


"THE new general manager started 

with the Bank of Nova Scotia at 
Moncton, N. B., on April 18, 1896, as 
an eighteen-year-old junior. Five 
years later he was an accountant for 
the Boston branch of the bank, then 
moved as accountant to Montreal. 
His first managership in 1905 was at 
Kentville, N. S., and the following 
year he was moved as manager of the 
Vancouver, B. C., branch, reaching 
that post after only ten years with the 
bank. In 1915 Mr. Burns was called 
to Toronto as superintendent of west- 
ern branches, became manager of the 
Toronto branch the following year, 
and was appointed assistant general 
manager in 1923. 

Harry F. Patterson, new executive 
vice-president, joined the Bank of 
Nova Scotia in 1890 as a sixteen-year- 
old junior, was appointed manager of 
the Newcastle, N. B., branch in 1905, 
became assistant manager of the 
Chicago branch in 1906, and was trans- 
ferred in this post to Toronto in 1911, 
was appointed manager of the Ottawa 
branch the following year. During the 
first World War he was agent for the 
bank in New York, became superin- 
tendent of branches at Toronto in 
1921, assistant general manager in 
1923 and general manager in 1934. 
He is the immediate past president of 








THE 
the 


ban 
189. 
jun: 
tral 
bec 
yea 
mal 
ten 


. ant 





—_~ 


pel i ee ee ee, 





THE BURROUGHS CLEARING HOUSE—May, 1941 


the Canadian Bankers’ Association. 

Edwin Crockett started with the 
bank at Charlottetown, P. E. I., in 
1898, at the age of twenty-one as a 
junior clerk. Two years later he was 
transferred to Toronto, where he 
became chief accountant in 1903. Five 
years later he was appointed assistant 
manager at Toronto, and superin- 
tendent in 1913. He became an assist- 
ant general manager in 1934. 


° ° ° 


Canadian Wartime Controls 
Surveyed in Review 


A concise survey of the various war- 
time controls put into operation by the 
Canadian Government is contained in 
the February Monthly Review of the 
Bank of Nova Scotia. The work of 
the various control boards from the 
Foreign Exchange Control Board, first 
formed, down to the most recently 
formed is contained in this bulletin. 


o 7 Sd 


Changes at Foreign Exchange 
Control Board 


G. F. Towers, chairman of the 
Foreign Exchange Control Board and 
governor of the Bank of Canada, has 
announced that J. E. Coyne, secretary 
of the FECB, has resigned to become 
financial attache at the Canadian 
legation at Washington. He is suc- 
ceeded by R. H. Tarr, assistant 
secretary. Louis Rasminsky, chief of 
statistics and research, has been pro- 
moted to assistant to the chairman, 
joining three others holding that rank: 
D. B. Mansur, L. P. Saint-Amour, and 
D. G. Marble, secretary of the Bank 
of Canada. 


° ¢ & 


Royal Bank’s Monthly Letter 
‘*‘Comes of Age’’ 


The March issue of the Royal Bank 
of Canada Monthly Letter completes its 
twenty-first year of continuous publi- 
cation. The Monthly Letter first saw 
the light of day in April, 1920, that 
issue carrying a discussion of foreign 
trade and exchange, when fluctuations 
in foreign exchange were of a “‘violence 
never before known.” A cumulative 
subject index of the twenty-one vol- 
umes of the Monthly Letter has been 
prepared, and will be printed if there 
is sufficient demand for it. 


. ° ° 


Government Appointments 
From Banking Ranks 


Allan Edwin Arscott, vice-president 
and general manager of the Canadian 
Bank of Commerce, has been named a 


director on the government’s Wartime 
Merchant Shipping Ltd. F. H. Brown, 
a superintendent at the head office of 
the Canadian Bank of Commerce, 
Toronto, has been appointed associate 
director of the Munitions Productions 
Branch in the Department of Muni- 
tions and Supply. Hedley C. Wilson, 
general manager of the Maritime 
Trust Co., Saint John, N. B., has been 
appointed a director on the board of 
the government’s Wartime Housing 
Ltd. 

Mr. Arscott started with the Cana- 
dian Bank of Commerce at Walkerton, 
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Ont., as a sixteen-year-old junior, 
served throughout Ontario and Quebec 
at various branches, became chief eferk 
in the Inspector’s Department at 
Toronto in 1915. He was promoted 
to assistant manager at Ottawa in 
1920 and two years later at Toronto. 
He became assistant general manager 
in 1929, general manager in 1937. 

F. H. Brown started with the 
Canadian Bank of Commerce more 
than a quarter century ago. Born in 
Birmingham, England, he came to 
western Canada where he entered the 
bank. In 1925 he was transferred to 
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CONDENSED STATEMENT OF CONDITION 


AT CLOSE OF BUSINESS APRIL 4, 1941 


ASSETS 
Cash on Hand and with Federal 
Reserve Bank . ... . $40,472,700.77 
Due from Other Banks . . . . 7,493,460.29 $47,966,161.06 
United States Government Securities 


—Direct and Fully Guaranteed . . . . . 84,638,313.21 
Other Bonds and Securities . . . 1... ss 39.00 
State of California and Other 

EE 6. co! im! ote) ae be ee Oe 1,004,513.83 
Stock in Federal Reserve Bank . . . . ... 225,000.00 
Loans and Discounts . ......2... 24,912,688.75 


Bank Premises, Furniture and Fixtures 302,871.77 
pee 65% bce we 0 ere ed HS 12.00 


Customers’ Liability on Letters of 


Credit and Acceptances . . . 1 ww ws 204,763.24 

Interest Accrued and Uncollected on 
Loans and Investment Securities . . . . . 589,941.15 
ME. ok om be ee are $159,844;304.01 
eee 


LIABILITIES 
Deposits: 

| a a er ae $84,140,440.10 

Wee ks ke ew 57,533,015.82 

Pellic Waets. . 2 5 s 9,280,864.63 $150,954,320.55 
Letters of Credit and Acceptances . . . . « « 238,820.27 
Interest Collected but Unearned . . . . . 37,248.14 
Reserved for Taxes and 

a a ee a 31,355.63 
Removed Tortus wt ak 120,977.55 
Capital PaidiIn . . 2. 1. 2 ss 3,000,000.00 
Surplus. 2 2. 2 e+ se ew ew 4,500,000.00 
Undivided Profits ...... 961,581.87. 8,461,581.87 





OR 6). * 4 REREAD AO $159,844,304.01 
————— 


THE FARMERS AND MERCHANTS NATIONAL BANK 


OF LOS ANGELES 


MEMBER 
FEDERAL DEPOSIT 
INSURANCE CORP. 
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Better employe 


and customer relations 
— with the new tip-in-ink 


Handi - poe on every desk 


People appreciate the convenient ease of 
writing with the new flood-proof, finger- 
protecting tip-in-ink Handi-pen .. . the 
last word in writing ease and neatness for 
your customers and staff. Only the tip 
touches the ink —a narrow slit feeds 
only enough ink to write instantly, 
smoothly. Reservoir holds up to a year’s 
supply of ink, cuts out messy refilling 
... HP-6 (illus.) $2.75, others up to $22.50; 





lobby model equipped with chain. Order 
now from your stationer. Or write for 
10-day FREE TRIAL OFFER. 


Sengbusch Self-Closing Inks: 








tand Co. 
I 1199 Sengbusch Building, Milwaukee, Wis. 
i Please ship me................ Handi-pen sets HP-6 for 
i a 10-day free trial, with no obligation to me, 
oy 
a ame 
a Address 
«© 6 City. State. 





In writing to advertisers please mention The Burroughs Clearing House 
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Toronto to the superintendent’s de- 
partment, and rose in that department 
to the rank of superintendent. Mr. 
Brown is an expert on credits and 
industrial reorganization. His respon- 
sibilities as Associate Director of the 
Munitions Productions Branch will 
include supervision of the Contracts 
Division. 


Hedley C. Wilson is the banker 
representative on the board of the 
recently formed Wartime Housing 
Limited, the wholly owned govern- 
ment company incorporated to provide 
housing accommodation in those areas 
where it is required in order to prevent 
delays in the production of war 
material and in the construction of 
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defense projects. As manager and 
more recently general manager of the 
Maritime Trust Co. with branches in 
New Brunswick and Prince Edward 
Island, he brings the mortgage execu- 
tive’s viewpoint to the government 
corporation. He is also a director of 
the New Brunswick and Canada Rail- 
road Co. 


WASHINGTON VIEWPOINT 


(CONTINUED FROM PAGE 19) 


Studying Volume of 
Consumer Financing 


One phase of bank activity now 
receiving attention in certain official 
circles is the growth in holdings of 
retail installment paper. 

At the end of 1940 all insured com- 
mercial banks had outstanding $1,500,- 
000,000 of personal and retail install- 
ment paper. Slightly more than half 
of this represented retail installment 
loans, either in the form of paper pur- 
chased from dealers and finance com- 
panies or in the form of advances 
made directly by the banks to bor- 
rowers and secured by specific articles 
purchased on time payments. About 
one-fifth were FHA-insured property 
improvement loans, and the remain- 
der were other personal loans repay- 
able in installments. This was an 
increase of $235,000,000, or 43 per 
cent, in the volume of retail install- 
ment paper held by all insured com- 
mercial banks during 1940. 

This growth gives concern not be- 
cause of any danger to the banks but 
because it shows the extent to which 
bank credit is being used to finance, 
directly or indirectly, individual con- 
sumer purchases of goods of many 
kinds. With the current increase in 
employment and wages it is feared 
that installment purchases will in- 
crease more than ever and that the 
new demands for consumer goods will 
put a heavy strain on producers and 
will take labor, materials, and manu- 
facturing equipment away from de- 
fense production. Some officials be- 
lieve that in order to insure early com- 
pletion of the defense program and to 
prevent inflationary tendencies it may 
be necessary to curtail private spend- 
ing for consumers’ goods in many 
ways, and one method would be to 
restrict the use of bank credit for 
installment buying. It might be 
impossible or undesirable to prevent 
dealers from extending credit to pur- 
chasers, but it would be relatively easy 
to limit bank holdings of installment 
paper to a percentage of its total loans 
or assets, and this would restrict the 
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amount of credit available to dealers. 

There is discussion of legislation to 
give the Federal Reserve Board the 
power to limit installment loans of 
banks just as it now regulates loans 
for the purchase of securities on mar- 
gin, but to date this suggestion has not 
crystalized into concrete form. 

> ° * 


The TNEC Final Report 
to Congress 


Stimulation of private investment 
by all means available to the govern- 
ment in order to put savings to work 
is recommended by the Temporary 
National Economic Committee in its 
final report to Congress. 

After spending nearly three years 
investigating the concentration of eco- 
nomic power and many related phases 
of American business, finance, and 
industry, the TNEC found little to 
criticize in the economic system as a 
whole. It did deplore the geographical 
concentration of business in certain 
industrial areas and the growth of 
large corporations, and it made a 
number of recommendations for curb- 
ing some of the means by which large 
companies have grown larger and for 
stimulating competition from smaller 
units. But the report is full of praise 
for free enterprise, private capital, and 
the profit system. While some of the 
recommendations, such as restrictions 
on patent licenses, limitations on cor- 
poration mergers, and Federal regu- 
lation of trade associations, may seem 
rather drastic, the proposals on the 
whole are far less severe and restric- 
tive than was generally expected when 
the ‘‘monopoly probe”? was launched. 

The only recommendations of the 
TNEC bearing on the field of finance 
and banking are a rather general dis- 
cussion of stimulating investment and 
a number of proposals relating to the 
insurance business. These latter are 
chiefly recommendations for tightening 
state regulation of insurance com- 


panies, with some assistance from the 
Federal Government, but Sumner T. 
Pike, a member of the Securities and 
Exchange Commission serving on the 
TNEC, also recommended that state 





laws be liberalized to permit insurance 
companies to invest a small percentage 
of their funds in common stocks of 
business enterprises in order to stimu- 
late business expansion. 

No criticism of banks is contained 
in the section of the report dealing 
with investment. Neither is there any 
suggestion that the Federal Govern- 
ment set up a new agency or system 
of subsidized lending institutions to 
finance small business, although several 
such suggestions were presented to 
TNEC during the hearings and in 
monographs prepared for it by govern- 
ment agencies. No single remedy will 
result in greater investment of private 
capital, says the report, but many 
aspects of government policy should 
be shaped to this end. 


+ ¢ ¢ 


Survey of Government 
Security Holdings 


A comprehensive picture of the 
ownership of securities issued or guar- 
anteed by the Federal Government 
is being obtained by the Treasury 
through a survey of banks, insurance 
companies, and other large investors. 
Such information is needed in planning 
the different types of securities to be 
issued for financing the defense pro- 
gram in order to adapt new issues to 
the needs of all varieties of investors. 
Treasury records do not show. distri- 
bution of ownership of those securities 
which are negotiable and not registered 
with it. 

The first step in the survey was a 
letter issued by Secretary Henry 
Morgenthau, Jr., to 6,500 bankers 
and 1,000 insurance company heads 
asking for a confidential report show- 
ing holdings of each issue of govern- 
ment or government-guaranteed secu- 
rity now outstanding, including savings 
bonds. The information will be tabu- 
lated by Dr. George C. Hass, Director 
of Research and Statistics of the 
Treasury Department, and will be 
combined with similar data obtained 
from other investors. It is planned to 
ask a similar report every month in 
order to keep the survey current. 
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of Detroit 
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ig? 


eee oe “ih fast-growing bank has more than just changed its name. To 


be of greater service to its community, its correspondents 
. +. to all, the Industrial has acquired a national charter and 
engaged us to make its present quarters the outstanding in 
the Detroit area. As usual, our Guaranteed Cost Single Contract 
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The constant preference for Burroughs 
equipment among more than 15,000 
of the nation’s banks is the result of 


satisfaction throughout the years. 


Experience reaching back to the very 
beginning of mechanized accounting 
has proved to banks the certainty of 
satisfaction, long life and maximum 


profit with Burroughs equipment. 


Experience has shown that Burroughs 
mew machines, new features, new 


developments are the most depend- 


jodays Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 


that results 
from 
EXPERIENCE 





able and most advanced for meeting 


changing banking requirements. 


Experience has proved that Burroughs 
factory-trained, factory-controlled 
service is without an equal in safe- 
guarding the banks’ Burroughs equip- 


ment against costly interruption. 


Thus, it is experience that accounts for 
the universal acceptance that banks 


accord Burroughs. 


BURROUGHS ADDING MACHINE CO. 
6439 Second Boulevard, Detroit, Michigan 








